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FEDERAL HOUSING RESPONSE TO 
HURRICANE KATRINA 


Tuesday, February 6, 2007 

U.S. House of Representatives, 

Committee on Financial Services, 

Washington, D.C. 

The committee met, pursuant to notice, at 10 a.m., in room 2128, 
Rayburn House Office Building, Hon. Barney Frank [chairman of 
the committee] presiding. 

Present: Representatives Frank, Waters, Maloney, Velazquez, 
Watt, Ackerman, Sherman, Meeks, Capuano, Clay, McCarthy, 
Baca, Lynch, Scott, Green, Cleaver, Moore of Wisconsin, Davis of 
Tennessee, Sires, Ellison, Klein, Wilson, Perlmutter, Donnelly; 
Bachus, Baker, Castle, Gillmor, Jones, Biggert, Miller of California, 
Capita, Feeney, Hensarling, Garrett, Pearce, Neugebauer, 
Blackburn, Bachmann, and Roskam. 

Also present: Representatives Taylor, Jefferson, Boustany, and 
Melancon. 

The Chairman. This hearing of the Committee on Financial 
Services will come to order. I want to begin with an apology to 
members of the public. It was not the decision of this committee 
to expand the committee. You may note that there is a row of seats 
facing the audience that ideally should be part of the audience, but 
the committee has grown in size, and that has taken up some of 
the room that would be for the public. We apologize for this. We 
do have another room where people can listen. We promise not to 
be too interesting, so those who only listen will not be too deprived, 
and I welcome the witnesses. 

This is a very important hearing. There are few areas in the 
judgment of many of us on this committee where Federal policy has 
failed to meet its responsibilities more clearly than in helping re- 
spond to the terrible tragedy that hit people in Louisiana and Mis- 
sissippi with Hurricane Katrina. There was, of course, a lot of con- 
troversy about the response of the Government, particularly the 
Administration here in Washington, and other governments at the 
time. It is one thing for people not to be able to respond in a ter- 
rible emergency in a period of a few days. It is, in my judgment, 
inexcusable that this much later — a year-and-a-half after those 
events — so little has been done. No one can use the justification of 
an emergency or of unpreparedness. What we have is a conscious 
decision not to remedy terrible conditions in which people should 
not have to live. 

The purpose of this hearing is not simply to document that fail- 
ure, although documenting failure is an important part of any ef- 
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fort to move forward. People say that we should ignore the past 
and just look to the future, forgetting that dealing intelligently 
with the future requires an understanding of what went wrong in 
the past. Our intention — and I speak here for myself and the Chair 
of the Subcommittee on Housing, the gentlewoman from California 
who has been very much concerned with this since the day of the 
terrible hurricane — is to listen, to elicit information, and within a 
fairly short period of time, certainly by March, come forward with 
legislation which we believe will begin to address problems that 
have for so long been unaddressed. This committee has particular 
jurisdiction over housing. There is shared jurisdiction. Insurance is 
shared with the Committee on Homeland Security, and flood pro- 
tection is shared with other committees. 

But our jurisdiction is completely in the area of housing, and we 
have a terrible problem in that a large number of housing units 
were destroyed. The information we received was that in Lou- 
isiana, 204,000 homes were destroyed or suffered severe damage; 
in Mississippi, 61,000. Of those, 82,000 homes in Louisiana and 
20,000 in Mississippi were renter-occupied, and we have two re- 
lated problems: The ability of homeowners to rebuild and get back 
into their homes; and a shocking neglect of the need for rental 
housing. The absence of that rental housing is not simply a social 
problem, but it is an economic problem, as well. An article in the 
New York Times about a month ago reported the decision by the 
Greek Company to shut down a factory that they had reopened in 
Mississippi after the hurricane to great praise, and one of the rea- 
sons they gave, and there are always a lot of reasons and people 
can be for or against a decision, but one of the reasons was that 
they had a hard time getting workers because there was no place 
for these workers to live. The economy of New Orleans, a service 
economy with hotels and restaurants, requires housing where peo- 
ple who work in those occupations can live. They will be renters 
to a great extent. We have seen a complete failure on the part of 
the Administration here in Washington to respond to that crisis, 
and indeed, there have been efforts by the Administration to op- 
pose things that we have put forward that would provide some of 
the resources. 

Now, let me just say, obviously a lot of governments are involved. 
Our primary responsibility as a committee of the Congress of the 
United States is to look at our responsibilities as part of the Gov- 
ernment of the United States. People will be commenting and there 
will be testimony from State officials from Mississippi and Lou- 
isiana. And that is part of the mix, but the remedies we control, 
the measures we will propose will deal with the Federal Govern- 
ment’s response because it is the Federal Government for which we 
bear responsibility, and in my judgment it is the Federal Govern- 
ment which has failed completely to meet its responsibilities and, 
indeed, to live up to the promises that were made by the President 
and high officials of this Administration in the days immediately 
after Hurricane Katrina. We have given out some paper that 
makes that clear — that contrasts the President’s promises with the 
failures. 

And finally, let me say, people will say, why are you now getting 
to this? In the period after the hurricane — 
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I apologize for my condition, but unlike the condition of the peo- 
ple in Louisiana, it will take care of itself. A cold goes away. A lack 
of housing for people does not take care of itself, and it perpetuates 
until action is taken. 

The gentlewoman from California, when she was the ranking 
member of the Subcommittee on Housing, and I was the ranking 
member of the Full Committee, we spent as much time in this past 
15 or 16 months in trying to sort out the problems in Louisiana as 
anything else. She has been there. She plans to bring this sub- 
committee there later this month. We tried very hard to sort this 
out, and we were frustrated in our ability to do so. But now as 
members of the majority, it is our intention to insist on answers, 
including from the people who live there and the people who have 
been trying to deal with it, as to how we can improve the situation, 
what we, the Federal Government, can do to begin to meet a need 
that should have been met 15 and 16 months ago, to help people 
rebuild their homes and come back to their homes, and we then 
plan to have a legislative package. 

We have consulted with other committees, the Committee on 
Ways and Means, which has jurisdiction over the tax credits and 
others, and we will have a package. I believe that it is appropriate 
for those of us in the Federal Government to apologize to the peo- 
ple of the Gulf area, of Louisiana and Mississippi, to apologize for 
having done so little to alleviate the pain that was inflicted upon 
them through no fault of their own. I can’t undo the past 15 
months, the past 16 months, but we can commit ourselves to doing 
everything that is within the power of this committee to start to 
do what we should have done a while ago. 

I now recognize the ranking member of the committee. 

Mr. Bachus. Let me start by thanking Chairman Frank for 
scheduling this hearing and for his leadership of the committee. 
This committee has a long history of working together effectively 
in a bipartisan way, and I appreciate the positive working relation- 
ship that we have established and look forward to building on that 
relationship. Let me welcome my former Congressional colleagues. 
You will be introduced in a very short time. I would also like to 
welcome the folks from the affected States, as well as Deputy Sec- 
retary Bernard!. We are all aware of the tremendous cost wrought 
by Hurricane Katrina. 

Most Americans recall the stark images that were broadcast by 
the news media during that last week of August 2005, images of 
suffering, devastation of neighborhoods, communities, dreams and 
fortunes swept away in a very short time, and unfortunately, yes, 
human lives swept away. A great American city. New Orleans, re- 
duced to near primitive conditions. Along the Mississippi coast, 
century old homes that had withstood storm after storm were no 
longer there; they were lost forever. As frightening as all that was 
for those of us who viewed Katrina’s wrath from a distance, via tel- 
evision or news reports, only those who experienced it firsthand 
can truly appreciate the devastation and anguish left in Katrina’s 
wake. I remember Gene Taylor saying that if you are a Member 
of Congress and you haven’t been there, you need to go there be- 
cause it is worse than it is portrayed on TV. Those of us who went 
there — and most Members of Congress did — found that to be the 



4 


case. And it was in December of that year that Congress first ap- 
propriated money for hurricane relief only a few months later. 
Then in February, you will recall that President Bush, after con- 
sulting with the Governors, put forth his budget recommendations. 
I know for Louisiana it was $4.2 billion, and at that time all the 
news reports said they thought that would be sufficient. So I know 
there have been failures, but I know that at least in February 
there was an agreement in this body shortly after the hurricane as 
to what amounts of money were needed and were appropriated. 

While many never lived to tell their stories and experiences of 
Katrina, some did, and I understand that some of the people testi- 
fying today actually went through the hurricane from start to fin- 
ish. After the storm finished, here are some of the things that we 
found. One is that it devastated an area of 90,000 square miles. 
Now people, what is 90,000 square miles? Well, it is the size of 
Great Britain. It is an area bigger than Utah, closer to the size of 
Oregon, so imagine how widespread that is. That is historic. 
770,000 Americans were left homeless, 1,464 deaths in Louisiana 
alone. Almost 700,000 — 645,000, to be exact, people in Louisiana 
displaced without a home. About 67,000 in Mississippi. A smaller 
number in Alabama, my home State. 

From a personal standpoint, I am particularly interested in hear- 
ing the stories of those who continue to wrestle with the storm’s 
difficult and frustrating aftermath, to learn how effective the bil- 
lions of dollars in Federal aid have been in supporting the relief, 
recovery, and rebuilding efforts. 

Further, and I think this is most important, I hope that from this 
hearing and others we will reach a consensus on some of the crit- 
ical questions facing this Congress relative to this Nation’s disaster 
response preparedness, such as determining which Federal agency 
should lead the national response, in developing a strategy for 
dealing with uninsured losses. I know that particularly in Lou- 
isiana, people who thought they were fully covered found out that 
it was flood insurance or that it was wind insurance and it didn’t 
cover flooding. Once we determine an appropriate agency, it is of 
utmost importance to determine its role and its primacy. Does the 
State lead or does a Federal agency lead? Who supports? Who has 
final authority? Katrina not only left physical devastation in its 
wake, it left behind a reservoir of anger, strong emotions, and pain- 
ful experiences. Our challenge is to channel those experiences and 
those emotions into an appropriate response. 

You have heard the chairman talk about his anger. We must not 
let our anger and the anger of our witnesses today, a rightful an- 
guish, inspire us only to more legislative anger. The people ad- 
dressing us today as well as thousands of affected Americans de- 
pend on us. Republicans and Democrats alike, not to get angry but 
to get it right. So do those families who in the future may them- 
selves experience a Katrina-like tragedy. In the past few years, we 
have viewed the Middle East and events there and we have all, I 
think, questioned and hoped that people there would set aside age- 
long hostilities and grievances and come together and build a new 
society, one founded on cooperation and brotherhood, not on re- 
venge. 
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We face a similar challenge in this country. The natural inclina- 
tion is for us to continue to criticize and denigrate the Katrina re- 
lief efforts, but what is needed is altogether different, and that is 
an honest commitment to come together and avoid the mistakes of 
the past. In summary, Mr. Chairman, it is imperative that we not 
waste our energy in concentrating on past mistakes, but rather 
focus on ways to avoid them in the future. Thank you. 

The Chairman. The next speaker will be the Chair of the Hous- 
ing Subcommittee, who has devoted more time and energy to trying 
to deal with this problem, I believe, than any Member not from the 
affected area and, now that we are in a position to do something, 
will be taking the lead in our efforts, in fact, to provide that long- 
needed relief, the gentlewoman from California. 

Ms. Waters. Thank you very much, Mr. Chairman. I want to 
thank you for holding this hearing, and I must admit that I was 
skeptical about holding yet another hearing. We have held count- 
less hearings in various committees of Congress, and there have 
been so many visits both from the Senate side and the House side. 
Members of various committees have gone to the Gulf region, in- 
cluding, of course. New Orleans and all of the other cities, only to 
find ourselves here today understanding that with all the money 
that we have appropriated, and it looks as if it is $19.3 billion to 
FEMA, $16.7 in Community Development Block Grant funds alone 
and other moneys, that we still have displaced persons who do not 
know what the future holds for them. They are living outside of 
their home States, they are — some of them — their rents are being 
paid by HUD and they are paying market rate rents for these tem- 
porary quarters, some of which are not really habitable, worse than 
some of the public housing that people are being told they can’t re- 
turn to, and some of those folks who are being taken care of by 
FEMA do not know from day to day whether or not FEMA will con- 
tinue to provide the rental assistance for them, despite the fact 
that they have no permanent housing. 

What is very interesting about the situation is that, on one of my 
five visits to New Orleans, I discovered there were many busi- 
nesses that could not operate properly because they didn’t have the 
personnel. And as a matter of fact, some of the big companies that 
got demolition contracts were bringing in people from all over the 
country, paying rental rates at hotels for them to stay to get in- 
volved to be doing some of the work while, in fact, the residents 
who were living in Dallas and Houston and all of these other places 
wanted to come home, wanted jobs, but there was no housing for 
them. I have visited these public housing projects, and I am 
amazed at the number of public housing projects that have mini- 
mal damage that could have been repaired. HUD again is paying 
market rate for many of the public housing tenants to live in other 
States, and these tenants all thought that they would be able to 
come back home after these units were repaired. Because some of 
the housing only suffered minimal damage, 2 to 3 feet of water at 
the base of the project, many people thought they would be able to 
come back home. They have since been told, “Oh, no, we are going 
to tear them all down, and we will provide an opportunity for you 
to be eligible for a unit in 5 to 6 years.” The residents are very 
upset, not only can they not wait 5 to 6 years to expect to come 
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back to affordable housing, but they don’t trust HUD. And most of 
the whole six projects, they have lost two-thirds of the low-income 
housing in these mixed developments where there is an attempt to 
have market rate plus homeownerships and some public housing 
units. They have lost again two-thirds of these public housing 
units, and many of these people believe that not only does HUI) 
not want them back in public housing units but even some of the 
city fathers and officials want to get rid of poor people, and this 
is a convenient way by which to do it. 

So the public housing residents have gotten with pro bono law- 
yers, and they have filed a lawsuit, and the judge has been telling 
HUD and the residents to work it out. HUD has insisted that it 
must demolish many more units than the residents believe need to 
be demolished. As a matter of fact, what is interesting about HUD 
is that some of the units that they now include in demolition have 
been approved since 1997, and they did not demolish them and re- 
place them. The other thing that we are discovering about the 
housing authority in New Orleans, for example, is that it has not 
been maintained, that little money has been put into maintaining 
these properties. In addition, since HUD made the decision that it 
was going to demolish the units, they have done nothing to secure 
them. 

I walked through a number of these developments just a week 
ago last Sunday. I spent a day looking and walking through, and 
what I saw was this — some are in great disrepair. Much of what 
happened is as a direct result of Katrina, but because the doors 
have been left open, the vandalism has been great: copper piping 
has been stripped out and the roofs in some of them are in dis- 
repair. The rain has come in because there has been no attempt 
to secure and maintain these developments. And so we have public 
housing that is standing there, and even that public housing that 
could have been unboarded and used to let people return was not 
repaired to enable people to come back. 

Now, let me just say a word about the homeowners; they are in 
just as bad a shape. This Road Home Program in Louisiana is a 
joke. We have given all of our CDBG money, over $16 billion I be- 
lieve in CDBG money, to Louisiana and then come up with a state- 
directed program out of the Governor’s office, supposedly to help 
provide subsidies to homeowners, up to $150,000, and we find that 
somewhere between 228 and 400 homeowners have been assisted 
and not all with the full $150,000, out of 100,000 applicants. And 
we find that there is a program that is not designed to really help 
people but rather to keep people from getting the money because 
they think somehow they may be involved in fraud. 

Mr. Chairman and members, this subcommittee and this com- 
mittee must undo this mess and undo it quickly, and I think we 
can. The CDBG money is Federal money, and the States don’t get 
an opportunity to take our money and do whatever they want to 
do with it. In Mississippi, Mr. Taylor, they have done a little better 
with over 10,000 units, homeowners who have been assisted, but 
still I don’t think it is good enough, and then you will tell us a little 
bit more about that. We intend to hold our hearings. We are going 
to go to New Orleans. We are going to work with the tenants as 
well as HUD and we are going to get some units opened back up. 
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You are going to hear a lot about phased development and how we 
can do this. 

I welcome the opportunity to engage everybody today but the bot- 
tom line, Mr. Chairman, is we have to move it. We have to do 
something, and we have to guarantee that not only public housing 
residents but homeowners are going to be treated fairly and our 
money is going to be spent properly. 

I yield b^ack the balance of my time. 

The Chairman. Pursuant to the agreement, I am now going to 
recognize members of the minority and instead of 5 minutes, I will 
make it 7 minutes to accommodate the extra, and pursuant to the 
instruction from the ranking member, I will first recognize the gen- 
tlewoman from Illinois for 4 minutes and then the gentleman from 
New Mexico for 3 minutes, if that is acceptable. The gentlewoman 
from Illinois is recognized. 

And I should at this point make it clear that all members are en- 
titled to submit written statements for the record without any ob- 
jection. The gentlewoman from Illinois. 

Mrs. Biggert. Thank you, Mr. Chairman, and thank you for 
chairing this hearing. By all accounts, certainly Hurricane Katrina 
was the most destructive and costly natural disaster in U.S. his- 
tory. It led to the evacuation of a major city and the surrounding 
areas and it destroyed housing and infrastructure on an unprece- 
dented scale. During the 109th Congress, the Financial Services 
Committee was at the forefront, I think, of the hurricane relief ef- 
forts with three hearings and four briefings, with approximately 80 
witnesses participating. In the months that followed this disaster, 
the committee shepherded needed relief legislation to the Floor, 
helping not only families in the immediate hurricane-ravaged 
areas, but those who suffered in the aftermath due to flooding. But 
the task of recovery and rebuilding in the Gulf Coast region con- 
tinues to be monumental. We are 18 months removed from Hurri- 
cane Katrina, yet the challenges seem unending. To many of those 
affected, the recovery has been, to say the least, slow and 
unending. Rebuilding has been hindered by the severity of the 
damage, the need to limit future flood damage and the need to co- 
ordinate the recovery among many levels of government. There are 
still too many people who are without permanent housing, jobs, 
and infrastructure. How best to go about the reconstruction of the 
region and the problems facing the mortgage and financial services 
industry are all issues that must be addressed. 

One thing that is certain is that disasters will continue to hap- 
pen. We need only to look at the devastating storms in Florida this 
past week as a reminder. We in Congress need to learn from our 
mistakes in the Gulf Coast. We must ask the difficult questions 
about how the $110 billion has been spent in the localities, could 
it have been spent more efficiently and cost-effectively? What ac- 
countability should there be? What Federal organization should be 
in charge of the Federal Government response? And what should 
be done about uninsured losses? These are difficult questions, but 
we must figure out how to get it right. 

As the new ranking minority member on the Financial Services 
Subcommittee on Housing, I certainly have a deep interest in this. 
Clearly the availability of affordable housing is critical to the over- 
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all recovery after such a devastating storm. If there is no housing, 
there are no businesses. If there are no businesses, there are no 
jobs, and without jobs and businesses, residents will fail to return 
and provide the economic base that will spur the economy for the 
New Orleans metropolitan region. 

I hope that today’s hearing will shed light on the issues that 
Congress should consider in order to better plan for future disas- 
ters and how to improve the capability of all levels of government 
to respond to disasters effectively. And with that, I yield back. 

The Chairman. I thank the gentlewoman. At this point the gen- 
tlewoman from California would ask unanimous consent to be able 
to insert some material into the record, some newspaper articles. 
Is there objection? The Chair hears none. The gentlewoman may 
proceed to insert those materials. And the gentleman from New 
Mexico is now recognized. 

Mr. Pearce. Chairman Frank, I appreciate this hearing. Like all 
Americans, I was deeply shocked and saddened by the events sur- 
rounding Hurricanes Katrina and Rita. Hurricane Katrina’s impact 
was of historic and devastating magnitude. Thousands of active 
duty troops and National Guard forces all deployed to assist and 
search in recovery efforts and to provide logistical and medical sup- 
ports to supported areas. The President ordered the Department of 
Homeland Security through the Federal Emergency Management 
Agency to organize efforts between the Federal, State, and local au- 
thorities. And we all watched while it had less than spectacular re- 
sults. 

Last year Congress held hearings and introduced several pieces 
of legislation in light of the Federal Government’s response to the 
disaster. These included efforts to make the Department of Hous- 
ing and Urban Development the primary Federal agency respon- 
sible for coordinating housing assistance in connection with major 
disasters resulting in long-term housing needs. We learned a great 
deal from those efforts and their position not to rehash old criti- 
cism but to constructively utilize lessons that we have learned. 

As of this year. Congress has passed a series of supplemental 
emergency spending bills totaling $81.6 billion. These relief pack- 
ages came at a cost greater than any our country has ever seen in 
the face of natural disasters. It is important to know that Congress 
exercised oversight in these dollars to ensure that they are wisely 
spent and truly reach those most in need. We must also under- 
stand why portions of this funding has yet to be spent and what 
impediments exist that may encumber the efficient use of these 
funds. 

On a personal note, I watched as Hurricane Rita circulated 3 
days over the Cancun area of Mexico. Shortly after that disaster, 
a friend of mine visited in order to see what the condition of the 
coast was for travel purposes. I will tell you that without billions 
of dollars spent, the people began to clean up the mess, they began 
to understand that their livelihood was dependent on tourism, and 
there was a concerted effort to cure the problem. 

Yes, I agree that we have underfunded and have not directed 
funds properly, but the tremendous cost is being borne by people 
in New Mexico who have had parts of their community burned by 
forest fires and no national effort to help them. In my own town 
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last year, a prairie fire pushed by 50- and 60-mile-an-hour winds 
raced across 70 miles, burning right up to the edge of town, burn- 
ing several businesses, and burning houses. The wind changed or 
the entire town may have burned down, and yet we are being 
charged in order to pay for people who lost possessions in a dif- 
ferent natural disaster. We face tornadoes, we face other natural 
disasters, and never is the Federal Government standing by to help 
these people in New Mexico who have modest incomes averaging 
in the $20,000 range. So as we rush to spend the Federal dollars 
and to browbeat ourselves for not spending enough, remember the 
tremendous cost is being borne by people who are being charged 
flood insurance and yet they live in a portion of New Mexico that 
will never see a flood, not in 500 years, not in 1,000 years, but they 
are being charged higher rates in order to rebuild houses along the 
Gulf Coast and sometimes those houses are not just primary 
domiciles, sometimes those homes have been rebuilt multiple 
times, and we need to ask serious questions about why we are 
doing what we are doing. 

I agree with the chairman of the subcommittee who found great 
unsettlement at the minimal damaged apartments that were sim- 
ply closed off and allowed to be stripped out. I, like most Ameri- 
cans, would share the outrage that such practices were allowed to 
happen in the aftermath of the hurricane. We will be happy to par- 
ticipate in the oversight, and we will be happy to hold the govern- 
ment accountable because that is what the Americans expect us to 
do. 

Thank you again, Mr. Chairman, for holding this hearing, and I 
yield back. 

The Chairman. Let me now explain — this is a little unusual with 
this hearing. It is a very important subject and we want to make 
sure that a wide range of people are heard. The gentlewoman from 
California will be heading the Subcommittee on Housing for this 
committee to New Orleans for a field hearing in February. We will 
be focusing today, and then, on specific ideas about what we can 
do to make Federal resources available and make them available 
in a way that leads to their being used efficiently. 

We are now going to hear from four Members from the affected 
areas, and I would ask unanimous consent at this point that the 
four Members from the affected area subsequent to their testimony 
be able to join us in participating in the hearing if they wish to do 
so. Is there objection? The Chair hears none. They will get a chance 
to question at the end of the regular membership if they wish to 
do so. 

Next, we will hear from a panel of government witnesses, after 
which we will take a break. That is an unusual thing, but I don’t 
want people to be rushed. I don’t want people to be sitting around 
and the audience to dwindle. So, when we finish the government 
panel, we will break; it will probably be around 1:00. We will break 
for about an hour, and we will come back at 2:00. This will be a 
late day for some. We will have two panels of witnesses, and I hope 
as many Members as possible will stay. These are important mat- 
ters for us to air. I don’t think a day out of our lives, given what 
has been taken out of the lives of so many in the Gulf area, is too 
much to ask. The gentlewoman from California. 
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Ms. Waters. Yes. I would like to submit several articles, two 
from The Washington Post and one from the Wall Street Journal. 
These are articles that have been written about the “Road Home: 
Where is the Money?” I would like to submit these for the record 
and to pass them out to our members. 

The Chairman. Is there any objection? Hearing none, the permis- 
sion is granted. I will now introduce our colleagues. We have the 
gentleman from Mississippi, Mr. Taylor, who represents the area 
in Mississippi that took the brunt of the hurricane. The gentleman 
from New Orleans, Mr. Jefferson, who represents New Orleans and 
on the Democratic side, the gentleman from Louisiana, Mr. 
Melancon, who represents the area adjacent to New Orleans, also 
very heavily hit by the flood. The gentleman from Alabama. 

Mr. Bachus. I want to yield to the gentleman from Louisiana, 
who is heading up the Water Resources Committee with the Corps 
of Engineers, who has taken that position, the gentleman from 
Louisiana, who has really led our efforts on Katrina. 

Mr. Baker. I thank the ranking member for yielding. I just 
wanted to introduce Dr. Boustany to the panel. Most of you know 
him as the Seventh District of Louisiana Republican. He came here 
by way of a career as a thoracic surgeon, so I believe he has ele- 
vated the Louisiana Congressional delegation’s abilities rather sig- 
nificantly, for which we take all the credit. 

The Chairman. We will now begin the testimony with the gen- 
tleman from Mississippi. 

STATEMENT OF THE HON. GENE TAYLOR, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 

Mr. Taylor. Thank you. Chairman Frank, for calling this hear- 
ing. I want to thank you and all of my colleagues for the help you 
have provided to me, and more importantly to the people of south 
Mississippi, since Hurricane Katrina. 

The flood insurance buy-in bill that you and Chairman Watt 
drafted to help homeowners who had homeowner’s insurance but 
not flood insurance eventually led to the Mississippi and Louisiana 
homeowner assistance programs that were funded through the 
CDBG. Although the House Republican leadership in the Bush Ad- 
ministration blocked that bill. Senator Cochran was able to gain 
approval for the homeowners assistance use of CDBG funds. The 
Mississippi program is very similar to our bill except that it took 
a year for HUD and the State to create and implement this new 
program. Our bill would have provided relief more quickly to allow 
homeowners to file flood insurance claims up to the amount of their 
homeowner’s policy that would be funded with disaster appropria- 
tions. We are very grateful for the CDBG funds, but HUD and 
State created a slow bureaucratic procedure where the situation 
called for expedited action. Homeowners had to wait for insurance 
while the State tried to verify every detail with insurance compa- 
nies, lenders, FEMA, SBA, and other agencies. Those companies 
and agencies did not have the extra personnel or motivation to 
quickly verify each claim. Homeowners should have been able to 
provide copies of the documents, sign affidavits, and then get their 
checks with the clear understanding that any fraud would be pros- 
ecuted to the full extent of the law. 



11 


While the State was treating every disaster victim with sus- 
picion, the Mississippi Development Authority, the State’s economic 
development agency, saw no problem in giving the contract to the 
State Senate Finance Committee Chairman and two other State 
legislators. I am sorry to report that the State Ethics Commission 
said it was okay for a State agency to award a contract to a legisla- 
ture who has influence over that agency so long as only Federal 
funds and not State funds were involved. I hope your committee 
will pass language to prevent this in the future. 

In addition to the housing assistance grants, Mississippi is using 
CDBG funds to build water and sewer infrastructure, to rebuild 
public housing units, to rebuild utility infrastructure, and to tem- 
porarily subsidize homeowner’s insurance in the State wind pool. 
While I agree that these are important needs on our coast, I want 
to ensure that homeowners receive all of the assistance that they 
should from the grant program. For that reason, I ask the com- 
mittee to require a full accountability of the grant program. There 
should be a list of who was paid and how much they were paid. 
These are Federal tax dollars, so we need to know that they were 
spent fairly and appropriately. 

Seventeen months after Katrina, south Mississippi’s recovery is 
still delayed by the refusal of several insurance agencies to pay fair 
wind claims. I wrote to Chairman Frank asking the Financial Serv- 
ices Committee to conduct investigative hearings about the denial 
of thousands of Katrina wind claims, wherever insurers could 
blame flooding. I am very grateful that Chairman Watt, the chair- 
man of the Oversight and Investigation Subcommittee, has sched- 
uled a hearing for February 28th. I intend to present a case at that 
time for a full investigation of the actions of insurance companies 
and the engineering firms, adjusting firms, and the contractors 
that they used to deny claims. 

For thousands of destroyed properties in Mississippi, insurers as- 
signed all damages to flooding covered by the National Flood Insur- 
ance Program and none to their wind storm policies. The Mis- 
sissippi Gulf Coast suffered several hours of very destructive hurri- 
cane winds before the inundation by a storm surge. Insurers paid 
billions of dollars of wind claims inland where they could not pos- 
sibly blame flooding in the 79 counties north of the coast. Insurers 
paid more than 250,000 claims totaling $3.5 billion. Claims were 
paid in every county as far as 300 miles inland. Insurance claims 
data from three coast counties show that the National Flood Insur- 
ance Program in the Mississippi wind pool paid much more than 
did private insurers. NFIP estimates it will pay approximately 
18,000 flood claims in three Mississippi Gulf Coast counties for a 
total of $2.6 billion. That is an average of about $142,000 per claim 
where the average policy was $148,000. HUD will pay an addi- 
tional $3 billion to CDBG funds to assist homeowners who did not 
have flood insurance. I am convinced that the insurance adjusters 
billed the flood program for some damage that should have been 
covered by private wind insurance. 

Last year Chairman Frank and Mr. Oxley helped make sure that 
I could offer an amendment to the flood insurance reform bill to 
have the Inspector General of Homeland Security investigate these 
claims. This amendment passed by a voice vote. Although the Sen- 
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ate did not pass the flood insurance bill, Senator Lott was able to 
pass that provision to the Homeland Security Appropriations Act. 
The Inspector General is required to report his findings by April 
1st. 

Insurance companies have a conflict of interest when we allow 
them to decide whether to assign damages to the Federal Flood In- 
surance Program or to themselves. The Flood Insurance Program 
does not provide sufficient oversight to protect our Nation’s tax- 
payers. The contract between NFIP and the insurance company re- 
quires an adjuster to represent the flood program as well as the in- 
surance company. The Federal regulations require the adjuster to 
make a proper adjustment and to apply the same standards to a 
flood claim as to a wind claim. 

That certainly did not happen in Mississippi. There is docu- 
mented evidence of cases in which insurance companies or their 
contractors pressured engineers to revise their reports or ordered 
a second report if the first report concluded that the damage was 
caused by wind. Once they learned that they could not control all 
of the engineers, State Farm simply stopped ordering engineering 
reports. Instead the company issued a wind water claims proc- 
essing protocol from its headquarters in Illinois, instructing their 
adjusters to pay nothing on a wind claim if any damage could be 
caused by flooding. State Farm used Haag Engineering and adjust- 
ers from E.A. Renfroe to justify denials of wind claims. Both com- 
panies have a history of questionable actions, including a 2006 de- 
cision against State Earm’s denial of 1999 tornado claims in Okla- 
homa. The Oklahoma jury found that State Earm — 

The Chairman. The gentleman will have a chance to go into the 
insurance issue in great detail in the Eebruary 28th hearing, and 
we do have a fairly packed day. So I would ask him to come to a 
close. 

Mr. Taylor. One page, Mr. Chairman. The Oklahoma jury found 
that State Earm acted with malice and relentlessly disregarded the 
duty to act fairly and in good faith by employing Haag Engineering 
and Renfroe. In the Eebruary 28th hearing, I will ask Mr. Watt’s 
subcommittee to investigate State Earm, Haag, Renfroe, and any 
other partners that conspired against consumers and taxpayers. 

Later this week, I intend to introduce a bill to create a multi- 
peril insurance option to the National Elood Insurance Program. 
That bill will create a new program to provide wind and flood cov- 
erage in one policy in order to be fiscally responsible and honor our 
commitment to pay-as-you-go budgeting. The premiums would be 
based on actual risk with no subsidy. If this bill is enacted, prop- 
erty owners will be able to buy insurance and know that the dam- 
age will be covered. They will not have to hire lawyers, engineers, 
and adjusters to try to prove what damage was caused by wind and 
what damage was caused by water. If insurance companies get 
away with placing the burden of proof on homeowners to prove that 
the damage was caused by wind, I am afraid a lot of people would 
not evacuate the next time a major hurricane approaches the Gulf 
Coast. I have had friends tell me that they plan to stay behind next 
time with a video camera so that they can document the damages. 
There is an urgent need for a wind and water insurance policy for 
the 53 percent of all Americans who live in coastal communities. 
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In recent months insurance companies have canceled wind poli- 
cies — 

The Chairman. The gentleman has to conclude. 

Mr. Taylor. Mr. Chairman, thank you very much. 

The Chairman. I appreciate it. I understand that there is some 
unfairness in the word-per-minute standard, but we do have to 
stick to some overall time limit. 

Mr. Taylor. I appreciate that, Mr. Chairman. 

[The prepared statement of Representative Taylor can be found 
on page 148 of the appendix.] 

The Chairman. The gentleman from Louisiana, Mr. Jefferson. 

STATEMENT OF THE HON. WILLIAM J. JEFFERSON, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF LOU- 
ISIANA 

Mr. Jefferson. I am grateful to you, Mr. Chairman, and to the 
members of this committee, particularly subcommittee Chairs Wa- 
ters and Watt, for the attention they are already paying to our re- 
covery. This hearing is just another example of the commitment of 
this committee to rebuild the great City of New Orleans and the 
towns and cities surrounding it. 

I want to make two important points that I think should be 
made from the start. First, the Federal responsibility of our recov- 
ery in New Orleans is different from that of any recent disaster. 
The drowning of New Orleans was not caused by Hurricane 
Katrina itself Were it so, it would rightly be described as a dis- 
aster caused solely by an act of God. Rather, according to the Inter- 
agency Reforms Evaluation Task Force, lEPT report issued by the 
U.S. Army Corps of Engineers, the Corps admits that its negligence 
in the design, construction, and maintenance of our levees was the 
cause of the destruction of the homes, businesses, and lives of hun- 
dreds of thousands of our people. Thus, ours is principally, by the 
Corp’s own admission, a manmade disaster or a Federal Govern- 
ment agency-made disaster. 

Second, this Federal Government agency-made disaster had been 
made worse by the failure of the Federal response from Congress 
and the President to use real numbers that match up to the scope 
of the devastation of our area and that would actually pay the true 
cost of recovering. This is not to say, of course, that we are not 
deeply appreciative of the $110 billion that has been made. That 
has been enormously helpful. In our area, $26 billion of this has 
been used for the recovery of buildings and homes, schools and li- 
braries, and so on out of $110 billion, and the rest has been spent 
on other things. But the point is that the help that has been given 
has not matched up to the help that is needed to, in real terms, 
fully rebuild and to recover. And these numbers have largely been 
just put together as a matter of what is possible as opposed to what 
was actually necessary to get the job done. 

Against this backdrop there are four things in the short term 
that I would like to ask this committee to work with us on, which 
are tactical and long-term larger problems. The first is affordable 
housing. Before the storms, around 60 percent of New Orleans’ pop- 
ulation rented housing. According to a survey of 680 randomly se- 
lected evacuees in Houston’s shelters, conducted by the Kaiser 
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Family Foundation, 64 percent of evacuees forced into shelters 
were renters and 93 percent were African American. The affordable 
housing units lost in Katrina represented about 30 percent of de- 
stroyed or severely damaged rental housing. As of December 2006, 
more than 4,000 families that reside in public housing had not re- 
turned because their developments remained closed. Some of them 
have made their way back to the city, only to find that their units 
were boarded up, padlocked, and surrounded by fencing, despite de- 
mands by residents who hold leases that these units be reopened. 

Additionally, 32 percent of renters paid less than $500 a month 
for rent before the storm. Post-Katrina, the average rent has risen 
more than 70 percent. In 2005, prior to Katrina, there were 5,100 
families residing in public housing units. Currently, fewer than 
1,000 families have been able to return. And in June 2006, HUD 
announced plans to demolish 5,000 salvageable units. This rep- 
resents a discriminatory and an illogical policy of destroying homes 
during a housing crisis. Moreover, many of these units proposed for 
demolition can be repaired and modernized at a fraction of the pro- 
posed cost. Demolition of these homes would cost approximately 
$450 million more than simply repairing the units, and most re- 
pairs are stemming from slight water damage and vandalism. 

The second is the effect of the Flood Insurance Program. As Mr. 
Taylor has alluded to, many of the homes in our area weren’t pro- 
tected by flood insurance because the FEMA map said that they 
didn’t have to be, that the levees would take care of it all, and they 
would require — in many places like in the lower Ninth Ward we 
have heard so much about, 66 percent of the homeowners living 
there owned their own homes, and they had owned them for many 
years, they had been passed down from generation to generation, 
had no mortgage on them for the most part, and therefore had no 
flood insurance requirement. The flood comes, they are relying on 
FEMA estimates of risk, and their homes are lost, so they are pe- 
nalized unfairly. We talked earlier about how to remedy this. 

Mr. Taylor proposed some time ago and I think this committee 
ought to still look at this whole issue of permitting people to retro- 
actively get involved in the Elood Insurance Program. The Road 
Home Program you heard Ms. Waters describe this morning and 
others describe — we have gotten $10 billion of the CDBG money to 
provide home rebuilding in our area. The State has chosen to ad- 
minister this program through what is called the Louisiana Recov- 
ery Authority, the LRA, with the help of an administrative con- 
tractor called ICE. To date, as she has stated, over 100,000 applica- 
tions for assistance have been made. Only about 300 people have 
actually received Road Home grants. And while the creation of bu- 
reaucracy by the State and the Administration’s program in order 
to ensure against improper payment is laudable and necessary, 
guidance from this committee with respect to the use of banks to 
disperse these funds, deadlines for the disbursal of these funds and 
permissible use of funds for administrative costs and grants to 
business would be very helpful. 

And finally, I would just like to mention the HUD disaster assist- 
ance and voucher and rental assistance program. These programs 
were designed for shorter term recovery periods than is the reality 
for Katrina victims. The maximum assistance amount allowable 
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per family of $26,200 should be revisited with a view toward lifting 
it to meet present needs, and the deadlines that are being arbi- 
trarily set for the cutoff of rental assistance is further stabilizing 
the already disrupted lives of Katrina survivors. This is a par- 
ticular problem for the elderly, for the disabled, and for families 
with children. 

I would like to thank this committee for this opportunity, and I 
look forward to having us work on these four discrete issues as we 
work on the larger issues which I think have to do with whether 
or not we actually have met our Federal responsibility overall be- 
cause I believe this number that we have talked about, this $110 
billion, was a whole lot of money, was simply picked out of the air, 
and was not based on any real assessment of what the needs are 
for a full recovery. So I thank the chairman for this opportunity to 
present to the committee. 

The Chairman. The gentleman from Louisiana, Mr. Boustany. 

STATEMENT OF THE HON. CHARLES W. BOUSTANY, JR., A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF LOU- 
ISIANA 

Mr. Boustany. Thank you, Mr. Chairman. I appreciate the op- 
portunity to testify before the committee, and I thank the members 
of the committee as well. And I ask unanimous consent that my 
full written statement be — 

The Chairman. Without objection. 

Dr. Boustany. Mr. Chairman, the official title for this hearing, 
“Federal Housing Response to Hurricane Katrina,” suggests that 
there was only one storm that hit the Gulf Coast in 2005. In fact, 
my southwest Louisiana district was directly hit by Hurricane Rita 
on September 24, 2005, a second storm. The total damage from this 
storm is estimated at approximately $10 billion, making Rita the 
third most costly natural disaster in U.S. history. It is also called 
the forgotten storm in my neck of the woods. The southwest Lou- 
isiana parishes of Vermilion, Cameron, and Calcasieu are critical 
components of our Nation’s energy security, including oil refineries, 
pipelines, and petrochemical plants. Vermilion Parish is home to 
the Henry Hub, the pricing point for natural gas futures contracts, 
and the West Hackberry Strategic Petroleum Reserve in Cameron 
holds about one-third of the U.S. strategic reserve. Furthermore, 
this area will remain vital in the future as 25 percent of all natural 
gas consumed in the United States will eventually come through 
just one parish in my district, Cameron Parish, in the next few 
years. In Calcasieu Parish, 75 percent of the roofs in the parish 
were damaged or destroyed. About 13 percent of the nearly 20,000 
properties in Vermilion Parish sustained major or severe damage, 
with the remainder incurring roof damage, flooding, or both from 
the storm surge. Cameron Parish was hit the hardest; 3,241 homes 
sustained damage, 90 percent of the homes in Cameron Parish; 
2,000 of those homes were completely destroyed and need to be re- 
built. Based upon percentage, the damage in Cameron Parish ex- 
ceeds the damage in Hurricane Katrina-hit areas in Louisiana, and 
is about equal to the damage seen in the district of my colleague 
from Mississippi. 
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I have said from the very heginning of the recovery and rebuild- 
ing process that the Federal Government cannot micromanage this 
process, but it must provide support for local decisionmakers to cre- 
ate the environment for vital partners, small business owners, 
homeowners and others to rebuild, to return, and to become success 
stories. The Congress has done a good job of providing money, but 
the second part of our function is oversight, and that is why I am 
pleased to hear that we are having this hearing. We need to see 
why the money that has been appropriated is not getting into the 
hands of those who actually need the money. 

There are three issues that the Federal Government can have an 
impact on, and these will be housing for workers, insurance for 
homeowners and businesses, and looking at the Go Zone legisla- 
tion. The unemployment rate has been around 3 percent since the 
spring of 2006, coming down from a high of around 16 percent in 
my district. Wages have increased by as much as 25 percent. The 
demand for labor remains high and the shortage has been one of 
the chief factors cited by local leaders as prolonging the rebuilding 
effort. 

I urge my colleagues to consider the impact of the housing short- 
age on additional workers needed to do the rebuilding, and we need 
to look at policies that will help bring this about. Homeowners and 
small business owners are having difficulty obtaining insurance or 
retaining policies after Rita. Homeowner premiums have increased 
100 percent if they can find the policy to purchase and similarly 
insurance for business owners has increased by as much as 75 per- 
cent in 1 year. 

I think the Federal Government can aid homeowners, families, 
and small businesses by looking at ways to enhance the ability of 
insurance companies to obtain reinsurance, which is a significant 
problem, and to allow insurance companies to set aside tax de- 
ferred reserves to pay for future large catastrophes like this. 

In December 2006, Congress approved legislation to extend cer- 
tain Go Zone provisions to the most heavily impacted areas. I want 
to thank my colleagues for their support of this legislation and 
hope that they will continue to support such measures to aid in the 
economic recovery and rebuilding of the region. 

I want to leave the committee with one last thought. After Hurri- 
cane Rita I was driving, shortly after the flood waters had receded, 
and I was driving through Vermilion Parish and came across a 
home and there was a gentleman out there cleaning debris. The 
yard was a mud flat with all kinds of debris, it smelled awful, and 
I walked out to talk to this fellow to find out what had happened, 
if this was his home. The fact of the matter was that it was his 
wife’s home and she had returned to work and he was just trying 
to start the recovery process with his sleeves rolled up, on his own. 

I saw where floodwaters had come in 6- to 7 feet high, blew out 
windows in this home, blew out doors, and when we walked into 
the home there was 8 inches of mud and debris everywhere, fur- 
niture, large pieces of furniture were thrown about, and you could 
really appreciate the full effect, the full magnitude of what hap- 
pened. 

But, you know, when I walked into the living room, everything 
was destroyed in that room except for one picture of the family on 
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the mantlepiece right above. It was splattered with mud but it was 
still there. And that symbolized to me what the strong-willed peo- 
ple of southwest Louisiana are all about. They are not waiting for 
the Federal Government, they are not waiting for the State govern- 
ment. They are rolling up their sleeves and actually trying to get 
the work done and the least we can do at the Federal level, and 
State level is to provide some assistance. 

Again, I thank you for allowing me to testify here and look for- 
ward to any questions that might arise. Thank you. 

The Chairman. The gentleman from Louisiana, Mr. Melancon. 

STATEMENT OF THE HON. CHARLIE MELANCON, A REP- 
RESENTATIVE IN CONGRESS FROM THE STATE OF LOU- 
ISIANA 

Mr. Melancon. Thank you, Mr. Chairman. I want to thank the 
Congress first of all for the appropriated moneys that they have 
sent to the Gulf Coast region. While it is a good effort, there is still 
a lot to be done. Mr. Chairman, I would like to thank you for hold- 
ing these hearings. This is one element of a recovery, the housing 
element, and there are many other elements that have to be ad- 
dressed that have not been addressed. 

I would like to thank the Speaker for allowing the committees to 
begin the process of looking into the problems that we have and 
looking for ways to resolve those problems. I would like to echo also 
the comments made by my colleague, Mr. Boustany, and the fact 
that this is not just Katrina, this is Katrina and Rita, two of the 
most devastating storms to hit the coast of the United States, caus- 
ing the most damage. And a lot of the people who are outside of 
New Orleans, and we feel for New Orleans, and we want to help 
New Orleans, and we will help New Orleans in spite of it not being 
our district, but we need for people to understand that it is the en- 
tire Gulf Coast, from the Mississippi line at Alabama to the Texas 
line at Sabine River and actually somewhat into Texas and some- 
what into Alabama. 

It has been 18 months since Hurricane Katrina made landfall, 
and almost 17 months since Hurricane Rita, and it feels good to 
know that my colleagues remain committed and supportive of see- 
ing the Gulf Coast rebuilt. As you are all well aware, Katrina made 
history as one of the most devastating storms our Nation has ever 
witnessed. Rita followed with just as much devastation. 

The destruction wrought by the storms was unprecedented. Hun- 
dreds and thousands of homeowners and renters were left without 
a place to live, and sadly so many of the people are still in the 
same position today. I have often heard figures citing a Federal re- 
sponse totaling $118 billion for rebuilding of the Gulf Coast but the 
problem the Gulf Coast residents are facing is that they aren’t see- 
ing this money on the ground back at home. 

This problem persists because of a litany of issues that continues 
to expand. Among some of the most pressing Federal policy needs 
is reform of the Stafford Act, which cannot currently deal with a 
Katrina-sized catastrophe. Insurance policy reform. Private insur- 
ance companies have given up on coastal Louisiana and other 
places where it appears that they can’t make an easy buck. An un- 
derfunded and behind schedule comprehensive hurricane protection 
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system. This is critical to defending ourselves from the next big 
storm. SBA disaster loan reform saw small businesses can revive 
an economy that desperately needs the extra staying power. Fur- 
ther extension of the Go Zone tax credits that include all areas se- 
verely damaged by the storm. And of course an inadequate housing 
policy, the purpose of this hearing today. 

The current system is failing us. Public housing remains shat- 
tered and low income rental housing is next to impossible to find, 
or, for the lucky ones who can find it, they are finding it next to 
impossible to afford. The longer it takes to provide this housing, 
the longer our recovery will take and the more widespread the 
damage to our economy will be. 

I commend you. Chairman Frank and Ms. Waters, for turning 
over the first stone in this recovery process. We have a long jour- 
ney ahead of us but from what you will all learn from these wit- 
nesses today, and from what will continue to reveal itself under 
close scrutiny across-the-board in the recovery process, I am con- 
fident that this Congress will allow the Gulf Coast to rebuild, in 
the words of President, bigger and better than ever before. 

I will keep this succinct as you have more important witnesses 
to hear from, but again I appreciate the opportunity to be here and 
I appreciate this Congress taking the necessary steps to help get 
my constituents and other residents of Louisiana back in their 
homes. Thank you. 

The Chairman. The chairman now recognizes the gentleman 
from Texas, Mr. Green, who has a major interest in this because 
his district has been, and continues to be, a quite gracious host to 
many of those who have been displaced. Let me say to the gen- 
tleman, Mr. Boustany, I accept your point, and it is true that we 
did mistitle this hearing, but as you can tell from your presence 
here, we got the casting right, which is important. We did implic- 
itly acknowledge that and we will make sure that in the future we 
correct the title. 

The gentleman from Texas had a unanimous consent request. 

Mr. Green. Yes, sir, I would like to submit two letters sent to 
the Director of FEMA concerning the termination of Section 408 
housing assistance, and with unanimous consent, I would like for 
them to be entered into the hearing record. 

The Chairman. Is there any objection? The Chair hears none. 

The Chair will ask unanimous consent to enter into the record 
a letter just received February 5th from the Chair of the Federal 
Reserve, the Chair of the Federal Deposit Insurance Corporation, 
the Chair of the National Credit Union Administration, and the Di- 
rector of the Office of Thrift Supervision. Several of us, the gentle- 
woman from California, the gentleman from North Carolina, the 
gentlemen, Mr. Jefferson and Mr. Melancon, from Louisiana, the 
gentleman from Mr. Mississippi, Mr. Taylor, and the gentlewoman 
from New York, Mrs. Maloney, wrote to these regulators asking 
them to reaffirm their encouragement to financial institutions to 
show forbearance for the people who are trying to pay off mort- 
gages. What we have, I am very pleased to see, is a letter from all 
of the regulators reminding banks that they are encouraged in a 
responsible way to show forbearance and essentially make it clear 
that no financial institution needs to fear being penalized because 
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they show unusual flexibility as long as they say there is an ulti- 
mate target towards loan repayment. They acknowledge your effec- 
tive loan workout and recovery may involve protracted resolution. 

We appreciate the regulators making that clear, and I ask unani- 
mous consent that this correspondence be put in the record. With 
that we will begin the questioning. I would ask the members to try 
to keep the questioning of our colleagues brief Let me just ask, to 
begin, and some of you have done this and I don’t ask you to do 
it now, but we plan to legislate, and this committee’s jurisdiction 
is in housing, it is also in insurance, and we will be dealing with 
the insurance matters in separate issues, but we would welcome 
from you specific proposals as to what we can do, partly to make 
more resources available, and partly to free up resources. We have 
been told, for instance, that we need to extend the time when tax 
credits can be used. 

The gentlewoman from California, who has been on top of this, 
raises questions about some of the matching requirements. Are 
they too onerous for governments that are financially burdened? 
We would welcome your recommendations as to that. We have, we 
believe, money that will be coming as part of the bill dealing with 
Fannie Mae and Freddie Mac in the first year that will be money 
available for affordable housing. How we distribute that, that issue 
will be before us. 

I am going to cut off my time right now, but I do invite my col- 
leagues to continue, as they have been, to share with us. We have, 
of course, the gentleman from Louisiana, Mr. Baker, who has 
played a major role and we want to work with him. 

The gentleman, Mr. Jefferson. 

Mr. Jefferson. Mr. Chairman, if I might, the first thing that I 
think this committee ought to pay real attention to is the issue of 
public housing. It is so obvious that this is a wrong-headed policy. 
It is keeping people out of town for no good reason, and these are 
people who had their leases paid up, who actually had leases, legal 
agreements to rent and to occupy space, and the Mayor announced 
that the water was on, the lights were on, and they came back to 
town and couldn’t get in the houses. 

I think to the extent this committee can do it, you really ought 
to direct HUD to revisit this whole area and to not engage in demo- 
lition that will keep people out of town. Everyone is for improving 
the housing developments down the line, and I think we can do 
that. But we ought not as almost a penalty for folks trying to make 
it back home, to not let them back in until we get everything just 
right. 

The second thing is you mentioned that the Gulf Opportunity 
Zone legislation needs to be extended for the low income housing 
tax credit and the GSA reform program that you talked about so 
much that we want to see done as quickly as possible to provide, 
I think you said, $4- or $5 million in assistance for rental units and 
for the homeowners. 

And the last thing is the HUD disaster voucher and rental as- 
sistance programs. As I mentioned, some people, some families are 
approaching the $26,200 cap because it was designed for much 
shorter periods of disaster recovery than we are experiencing now 
and the reality is that it is taking a long time because it has been 
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such a devastating proposition for people. That needs to he lifted, 
there needs to be some guides as to under what circumstances it 
should be done, but it needs to be done. 

And the other thing is that on the rental assistance program, 
what happens there is that you keep getting these deadlines for 
people who move out, they have nowhere to go, and what is the 
point of that. There ought to be a more humane way to deal with 
this whole set of issues than they are being dealt with now. 

Finally, on the flood insurance issue, we have people penalized 
back home because they had no flood insurance, but it was because 
FEMA said they didn’t need to have it; it was okay. And they are 
being penalized. As the folks back home who make up the Road 
Home Program, they are saying to people, “You didn’t have flood 
insurance, you get penalized for not having had it”, when of course 
this doesn’t make any sense because FEMA said that they didn’t 
need it. 

So those specific three or four areas, I think, we can do a lot of 
good in a hurry if the committee will take those up in the next few 
months and get something passed in that regard. 

The Chairman. Just two points. One, the gentlewoman from 
California and I have talked, and we intend to try to legislate, we 
have spoken to Mr. Thompson from Mississippi, the chairman of 
the Homeland Security Committee. The relationship between HUD 
and FEMA is hopelessly tangled up and we need to straighten that 
out. 

Mr. Jefferson. The last thing I forgot to mention was the Com- 
munity Disaster Loan Program, the forgiveness issue. We did for 
the first time in this Congress require our local governments to pay 
back these community disaster loans. We have never done that be- 
fore in the history of this Congress. We did it, I don’t know why 
we did it, but it was done. 

The Chairman. We can undo some of that, and that is one of the 
specifics we will be examining. We plan to sort out the responsibil- 
ities between FEMA and HUD, along with the Homeland Security 
Subcommittee. My own initial view is that FEMA ought to be the 
emergency provider, but at some point very soon after that HUD 
ought to be involved because we do agree that there have been 
some problems there. 

Mr. Baker. 

Mr. Baker. I thank the chairman for this time. Mr. Jefferson, I 
am going to be pretty brief because I want to get to my other two 
Louisiana colleagues, and I don’t mean to intentionally ignore my 
Mississippi friend, but this is so unusual to get the delegation at 
a meeting like this and to talk through where we are. Am I correct 
in assuming Road Home for you in your district is not working 
well? 

Mr. Jefferson. That is a correct assumption. 

Mr. Baker. If you were to look at the Road Home balance, I un- 
derstand, as of the most recent data, and it can be updated later 
by other witnesses, there are about $31 million worth of awards to 
506 families, averaging $62,000 per home. That means of the $7.5 
billion for Road Home we probably have somewhere around $7.45 
billion not yet actually contractually obligated. 
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This is the hard part. If we were to take advantage of the chair- 
man’s kind offer on the GSE bill, which could generate $500 million 
to $1 billion more, given the HUD, FEMA, State government, local 
government, everybody’s problems in communicating with each 
other, would you welcome a more direct line of expenditure coming 
from the Federal Government to identified professional recipients 
to, for example, go build a pilot project in a community which is 
affordable housing somewhere else, maybe a model community 
which would have a grocery story location, or a school location, not 
just housing locations? 

If I am assessing your view correctly, the Road Home, even if it 
were implemented perfectly, is not community restoration, it is 
about helping individual homeowners, and that, my friend, I don’t 
believe will work. Do you agree? 

Mr. Jefferson. I agree with you as long as we make the proper 
resources available to do it; I agree that you have to restore com- 
munities. 

Mr. Baker. It is more about getting it done than how we do it 
at this point, isn’t that correct? 

Mr. Jefferson. I think — I hate to concede how we do it but I do 
think what is most important now is to get it done. I will agree 
with this also, that there are lots of problems I have with the way 
the Road Home is structured, you may have some too. I don’t know 
if it was a good idea to have the ERA and ICE and all of these 
other people doing things. I don’t know if it wouldn’t have been bet- 
ter to have the money go to parishes and having the four parishes 
that were involved. 

Mr. Baker. I am not ready to jump to a specific remedy today. 
All I am trying to get is conceptual agreement among us that what 
we have now isn’t working, we still have resources technically 
available, and maybe we can have a different course. May I jump 
to that? 

Mr. Jefferson. I agree with that. I go back to the Baker bill, 
which has some of these concepts in it. 

Mr. Baker. Now you are really cooking. 

Mr. Jefferson. I think it was a very good idea and after we all 
negotiated it turned out to be a wonderful program that never got 
implemented. Several of the features in that bill, I think, were good 
features. 

Mr. Baker. Quickly, Doctor, do you have any comment? Do you 
believe that Road Home is working for Rita? 

Mr. Boustany. I would agree with all the comments that my col- 
league here just mentioned and we are experiencing the exact same 
thing in my district. 

Mr. Baker. Mr. Melancon. 

Mr. Melancon. Obviously the outward appearance is that they 
are struggling with it. There are going to be some representatives 
of ERA and I think they would probably be the best people to ad- 
dress the questions of what the problems really are. 

Mr. Baker. My last comment. At one point along the way, for the 
rest of our members of this committee, a great deal has been said 
about $110 billion. We have not seen $110 billion. And in fact, 
when you look at some of the FEMA’s own accounting numbers, in 
one-quarter of all money sent to the State for recovery, 24.9 per- 
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cent in one quarter went to FEMA. I think those numbers are still 
north of 20 percent. 

So when we are haranguing about the inefficiency of Louisiana 
State government, let’s not look past Washington ourselves. We are 
doing a pretty bang-up job of eating up a lot of the money on our 
own. 

Mr. Melancon. If I could, one of the things, and I think the peo- 
ple with the LRA will be here, and I will be happy to give this to 
the committee to take a look at it. The $110 billion that is being 
touted as spent just in Louisiana has been $59 billion that is allo- 
cated to Louisiana. Of that, $18 billion was handled by the govern- 
ment for debris cleanup, housing for the employees, and transpor- 
tation back and forth or whatever, $14.7 billion was for NFIP flood 
insurance which was for premiums paid by people who had a pol- 
icy, not because we gave them money. Then the rebuilding effort 
is $26.4 billion. I think roughly $10 billion was to be for the Road 
Home Program. 

The Chairman. If the gentleman would submit that. Without ob- 
jection, we will make it a part of the record. 

Mr. Taylor. Mr. Chairman, if I may. As you know, I serve on 
the Armed Services Committee, about 100 yards down the hall 
from here. The generals and the admirals all tell us that within 
our lifetimes, we will see a weapon of mass destruction attack on 
the United States, and the thing that really hit me after Katrina, 
in addition to everything else, is that a weapon of mass destruction 
attack on the United States is going to look a lot like south Mis- 
sissippi looked after that storm; no electricity, no water, and no 
food. The vehicles did not operate either because they had been 
under water; they had no fuel. 

And so it is important, whether it is called the Road Home, 
whether it is through CDBG or Federal flood insurance that we do 
have a national program to try to get people back in their houses, 
that the mistakes that were made in Mississippi and Louisiana are 
not repeated, and that this is the proper forum to correct them. 

The Chairman. I thank you. I should add, too, that there was a 
reference to the Community Disaster Loan Program; primary juris- 
diction of that is in the Small Business Committee. Fortunately, 
the Chair of the Small Business Committee sits on this committee, 
and I know that she is eager to work with people in correcting that. 
We will get to her. 

The gentlewoman from California. 

Ms. Waters. Let me say that Mr. Baker has left but I agree with 
him that you can’t rebuild communities in the way that is antici- 
pated by the Road Home Program, and I also would like to say to 
our members that despite the fact that oftentimes it is said that 
the Federal Government should not try to administer local pro- 
grams, I am going to push very, very hard for the feds to redesign 
how to get the money to the homeowners. 

We will not simply sit back and say that — we can’t point fingers 
and let the past bygones be bygones. We are not going to continue 
and cannot continue to allow our CDBG money to be mismanaged 
in the way that it is with the Road Home Program and any other 
program that is supposed to be getting money in the hands of the 
people. 
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Now, having said that, I think that I have — and the chairman 
has — basically made it very clear that we are very concerned about 
the Road Home Program and we are going to move very aggres- 
sively on it. Let me talk about public housing now. This is a serious 
issue that can be resolved. It is my belief that the judge in this 
case is waiting on both sides for us to get together and work this 
out and make it work. And I think we all need to hone in on this 
problem and let the judge and everybody know that we are for re- 
turning everybody back to public housing who want to come back. 
And we have to do it immediately and we have to get those units 
rehabbed. 

Secondly, we also have to think about the waiting lists that have 
been there for years with people wanting to come into public hous- 
ing who have not been able to get into public housing. We also 
have to ask why haven’t the units that were approved for redevel- 
opment been done after all of these years, and why is it now we 
have to take a broad brush and talk about tearing down all of these 
units and redevelopment. 

I would like to know if the four of you and anybody else rep- 
resenting the area could possibly get together in support of the 
public housing residents and sign off on letters that would urge 
precisely what we are talking about in getting people back quickly 
into units that can be rehabbed and use phased redevelopment so 
that you get the rehab units. Then we can get people back and they 
can go on with some kind of redevelopment for the future and not 
wait to tell people you can come back in 5 or 6 years. Will every- 
body agree to something like that? 

Mr. Jefferson. Absolutely. 

Mr. Melancon. I agree, and my only regret is we are 17 months 
after the fact that we are talking about so I commend you for 
bringing it to the attention not only of the Congress but to the peo- 
ple of America. 

Mr. Boustany. This is an issue in Calcasieu Parish for me in my 
district and I would be happy to work with the committee in any 
way possible to see what we can do to come up with a reasonable 
solution. We are way beyond the time that steps should have been 
taken, but I agree, better late than never. 

Mr. Jefferson. Absolutely, it is a great initiative, and I would 
fully support the community’s work in that regard. 

Mr. Taylor. The same. 

The Chairman. She didn’t ask me but I just want to join in on 
that. It is absolutely essential. It is going to be the policy of the 
committee to the extent that those of us in the majority can make 
it, please do not do poor people the favor of tearing down the places 
they now live in so 7 years from now they can have better places 
to live in. It is going to be our policy that it is very nice to promise 
poor people better houses than they now have, and after you have 
built them you can displace them from where they are living, but 
the promise of a nice house by and by is no substitute for a place 
to live right now, and we will be insisting on one-for-one replace- 
ment with rare exceptions and the replacement has to precede the 
displacement. 

Ms. Waters. Mr. Chairman, yes. Let me just say that the one- 
for-one replacement is extremely important and the reason I ask 
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our members today if they can agree on basically what I have pro- 
posed even though it is not specific yet is because it is going to be 
important to try and get the local elected officials, State elected of- 
ficials, and the Members of Congress all together on this issue be- 
cause the people think that there is an underlying effort to get rid 
of poor people and to tear down these units and send them off into 
the wild blue yonder without knowing where they are going to live. 
And I think to the degree that everybody gets together and sends 
this message, that HUD will bend over backwards. I have met with 
the Secretary and I have met with some other representatives of 
HUD and it seems to me that they have been moving and backing 
down a bit the more I propose, and so I think we can work this 
out, yes, sir. 

Mr. Boustany. I would just add, I agree with Mr. Baker’s com- 
ments about building communities and I would ask the committee 
to look at my hometown of Lafayette, Louisiana, where we are 
doing some very innovative things with public housing and looking 
at programs that would enhance homeowner ship, programs that 
help build homeownership for those who are in public housing 
today, and the head of the housing authority is doing a wonderful 
job down there and I would ask the committee to perhaps look at 
that as it moves forward. 

Ms. Waters. Mr. Chairman, I was in Lafayette and I am aware 
of some of the things going on there, but what we have to focus 
on right now is getting people back into public housing. Most of the 
housing had been taken off the market in terms of being available 
for people, and one of the things we have to be very, very careful 
about with homeownership is reducing the number of units that 
are available to poor people in the interest of homeownership. We 
can have mixed use development, but we have to always have one- 
on-one replacement. 

The Chairman. I would just say, too, that the Chair of the Hous- 
ing Subcommittee has just articulated what will be the policy of 
the majority on this full committee. 

The gentleman from Texas. 

Mr. Neugebauer. Thank you, Mr. Chairman, and I appreciate 
you holding this hearing. What I would like to do for the panel is 
to make a brief statement that these communities that you live in 
and represent so well were built by the private sector; they weren’t 
built by government. I would tell you that your biggest friend, your 
biggest hope quite honestly in rebuilding your communities is not 
FEMA, not HUD. They always cut me off. 

And so what I would hope we would do, and I agree with Ms. 
Waters in the respect that we don’t need to go move people out and 
put them somewhere in a temporary holding pattern until we build 
them a new place, but what I do think we need to do is to be very 
strategic about the housing that we build. 

And so my first question to the panel, and the gentleman from 
Mississippi, I am not going to leave you out, I am going to let you 
also be a part of this, tell me about the housing activity, the re- 
building that is going on in your district right now. 

Mr. Taylor. I appreciate the gentleman’s question. Let me start 
by saying that when it came to something incredibly important to 
people, which is insurance, our Nation led the way in being fair 
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with people. I didn’t have one single complaint from one con- 
stituent about not getting paid from their Federal flood insurance 
plan. I have had thousands of complaints of people in the private 
sector. 

And so when you talk about rebuilding, part of the problem with 
rebuilding is that the insurance industry didn’t pay people’s claims. 
So here is a person, I will start with myself, I will start with Sen- 
ator Trent Lott, I will start with Federal Judge Lou Guirola, your 
house is gone and your insurance agent says that they don’t see 
any wind damage, despite NOAA saying there were 5 hours of hur- 
ricane force winds before the water ever showed up. 

So you take a school teacher, retired military, retired policeman, 
under those circumstances, they have just lost their house. They 
still have a mortgage. The insurance didn’t pay it. So part of their 
rebuilding problem is no insurance. 

The second thing that happens is one by one these are small 
communities, your insurance agent finds you and says, “Oh, by the 
way, when you rebuild we are going to quadruple your rates.” That 
has been an incredible hesitancy for people to rebuild because gee, 
I didn’t get paid last time, now you are going to charge me 4 times 
more money and you probably won’t pay me then. 

Again, when you are talking about rebuilding, you cannot ignore 
insurance, and it is the number one issue in south Mississippi right 
now, and again I would remind people it is cool to be down on the 
Federal Government but I want to tell you the only group that was 
fair with the people in south Mississippi was the National Flood In- 
surance Program. That is a program that needs to be refined but 
preserved. 

Mr. Neugebauer. To get back to my original question, is there 
building going on in your community? 

Mr. Taylor. It is painfully slow because people didn’t get paid 
and the second part is just the scale of what happened. No one 
could have imagined 20,000 houses disappearing overnight. And we 
are fortunate enough to be small town America where you know 
your contractor, you know your plumber, and you know your elec- 
trician. Well, you are going to wait. 

I finally got a framer after 16 months to show up on my prop- 
erty. Believe me, I really do understand this. So that has been a 
huge part of the problem, but it makes, to Ms. Waters’ point, it 
makes public housing that can be saved and saved quickly an ex- 
tremely high priority because of the need to get labor in there to 
do the sort of things that need to be done. 

Mr. Neugebauer. I think the question about public housing, I 
have been in the homebuilding business and so one of the things — 
and I used to renovate housing. At some point in time, the econom- 
ics of renovating something don’t make economic sense and so I 
think what we have to be careful there is that we have the stew- 
ardship of the American taxpayers’ money and so what I think we 
have to determine is: Is that money better leveraged with the pri- 
vate sector in other kinds of housing initiatives that would have a 
longer economic, long-term life than just going in and throwing 
good money for a quick fix that has very little long-term upside. 

Mr. Jefferson. 
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Mr. Jefferson. Just to the public housing point, as I said in my 
statement, from all the evidence we have, to repair the public hous- 
ing is $450 million less expensive than to demolish it and rebuild. 
The insurer for the Housing Authority of New Orleans has done its 
own little look-see and it found that 20 buildings in the. C.J. Peete 
public housing development back home would cost less than $5,000 
each to repair most of the units, and a few would cost more than 
$10,000 each. 

So these places were places where families lived before the 
storm. What is perplexing is why they aren’t as good to live in now 
as they were before the storm. Nothing happened. Many of them 
weren’t affected by the water because they are on the second, third, 
or fourth floor, so consequently people could move back in. We don’t 
see why the policy is as it is except they just don’t want to let folks 
back in town. 

On the other part that you mentioned, I think there is a lot of 
self-help going on. People are really trying hard to get back in. 
They are waiting for insurance that doesn’t come through. The SBA 
loan program isn’t working for them properly. But they are still 
nonetheless coming in and trying somehow or other to get back 
home. 

The last thing is the point I made starting out, that we ought 
to look at this in a different way than just an act of God. In our 
case, particularly in New Orleans where the levees broke, where 
the Corps comes back and does a study and concludes that yes, it 
is a reason why, the breaches in the levee that were the fault of 
the Corps in design and construction mainly was the reason why 
the city drowned. 

In any event there is a larger Federal responsibility, it would 
seem to me, than in the ordinary case of just an act of God. So I 
urge the committee to look at it along those lines as well as we go 
through these difficult issues. 

Mr. Neugebauer. Mr. Chairman, I request an additional 30 sec- 
onds for microphone malfunction. 

The Chairman. Mr. Boustany, then we will finish up. 

Mr. Boustany. Just very briefly. It has been important to recog- 
nize that you cannot separate the insurance issues from the hous- 
ing issue and a labor shortage issue. The three are linked. And as 
we go forward in looking at how do we devise policies, we have to 
keep that in mind. 

But secondly, I want to mention how important the GO Zone leg- 
islation was. It was tremendous. That was an example of a well- 
designed program that really spurred rebuilding in my district and 
it is impossible to underestimate or overestimate how important 
that was. It was a very important program and it is something that 
I think needs to be extended to a certain point in time when we 
know that we have completed this recovery. 

The Chairman. Thank you. Ms. Velazquez. 

Ms. Velazquez. Thank you, Mr. Chairman. As you know or 
maybe you don’t know this, but the SBA Disaster Loan Program 
is the primary source of long-term financing for homeowners and 
small businesses and the problem that we saw throughout the 
whole Katrina, Rita experience is that SBA response was totally in- 
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efficient and ineffective, and that is due to the fact that for the last 
5 years the Bush Administration cut SBA’s budget by 50 percent. 

So, given that reality, they didn’t have the manpower to respond 
in an effective way to a disaster of this magnitude. So not only 
didn’t they have the manpower, the computer system was not ade- 
quate, and what we found was that more than 50 percent of home- 
owners’ applications and small business applications were declined, 
and when you compare that to the California earthquake, that was 
extremely high. 

The other problem that we saw with the Disaster Loan Program 
is that out of the $8 billion that they approved in loans for the Gulf 
Coast, only 20 percent a year-and-a-half later has been disbursed. 
We will be conducting a hearing on Thursday and we are working 
on revamping the Disaster Loan Program for SBA, and I invite you 
to either — if you have any witness that could share with us their 
experience or if you want to come and participate in those hear- 
ings, you are welcome to do so. But we are going to be working on 
legislation to retool and revamp the whole Disaster Loan Program. 

The other problem that we saw is that when it comes to home- 
owners and low-income communities their credit score is going to 
be very low so they do not have the collateral that they need. In 
that case a loan might not be the answer for those people; it might 
be a grant program. And we are going to be working in putting to- 
gether a grant program that we assist the people to get some as- 
sistance, some cash to deal with the problems that they are facing 
in the Gulf Coast. 

Mr. Boustany. I would say, first of all, whenever you have a 
major disaster like this it is important not to turn your back on po- 
tential public and private partnerships. One of the great things 
that happened early on would have been the use of local talents in 
banks, because a lot of information was lost but there is local infor- 
mation that is still held by those who work in these banks, and 
partnering the SBA with local banks might have helped to get us 
around many of the problems that we experienced. 

Ms. Velazquez. Since it was proven that they didn’t have the 
manpower or the capacity to effectively respond, we are looking 
into the private sector, financial institutions to work with SBA. 

Mr. Jefferson. Your point is exactly correct, back home without 
SBA authority there is no loan director, there is no public informa- 
tion director, and there is no director of technology. Because they 
make cuts, they eliminate these positions and the individual who 
is administering the program is doing these jobs and his job. So it 
is impossible to provide a real comprehensive service where these 
critical areas are left open because of underfunding, as you have 
pointed out, on an ongoing basis. 

The second thing is these turn-downs have really helped to slow 
down this recovery. In our area, the attitude has been that we 
don’t know when this place is going to come back, we don’t know 
when you are going to be up on your feet again, therefore it is a 
turn-down. Somehow or another we have to look through this and 
figure out when a disaster of this magnitude takes place, how do 
we deal with it? Your point about the grants may very well be 
what we will have to look toward. 
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Ms. Velazquez. It is a lack of planning on the part of SBA. They 
didn’t have a disaster plan in place. We do have resources out 
there like the small business development centers. They are 
trained, they can process loan applications in a timely manner, but 
they did not have a centralized effort to respond to a disaster of 
this magnitude. 

Mr. Melancon. If I could, Mr. Chairman, just quickly. Some of 
the problems we have run into, Ms. Velazquez, is that FEMA is 
asking — not asking but telling the homeowners who are getting 
any of the moneys from the insurance company, whether it is flood 
or property or from Road Home, as it comes they have to pay off 
the SBA loan. The Katrina effect has a price of rebuilding at about 
150 percent of what it used to be to build anything. You have to- 
tally devastated homes that have to be torn down, which is one of 
the points I wanted to try to make to Mr. Neugebauer. You have 
water that stood for several months up to 20 feet. Those houses are 
uninhabitable. The integrity of those houses is not there. 

But on the SBA situation, and they have programs that they 
could have used to put some businesses back, and I have one spe- 
cific instance and they did not want to utilize that program. 

The Chairman. Thank you. The Chair has — we are going to have 
to yield more closely to the 5-minute rule. We do have to move on. 

Now the gentleman from Alabama. 

Mr. Bachus. Thank you. I am going to direct this question main- 
ly to Congressman Jefferson, representing New Orleans, and Con- 
gressman Melancon, you represent the area outside New Orleans. 
This sort of demonstrates to me maybe a problem in what I have 
as a member trying to figure out the true picture. 

I was told, and the figures we got, are that there were 7,379 pub- 
lic housing units in New Orleans prior to Katrina, so about 7,400. 
Now of those, only 5,100 had families in them. So I would suppose 
that meant that 2,300 were vacant, is that correct? 

Mr. Jefferson. I think that is correct. I am not quite sure why 
they were vacant, because there was a big waiting list for them, 
but I think that is correct. 

Mr. Melancon. If I can speak to it. I think the problem with the 
public housing not being occupied has to do with the Section 8 
housing program whereby private owners are — and so the money 
has been taken away from the public housing sector and put into 
the Section 8, and now what has happened too is that the rents are 
driven up so you are expending that money even quicker than it 
was expended before. 

I don’t represent New Orleans, so I don’t profess to know about 
the housing situation, occupancy or otherwise. 

Mr. Bachus. I am saying at first blush you wonder about that. 
There are 10 major public housing communities other than you are 
talking about the Section 8, there are 770-some units scattered 
elsewhere. Section 8, so that accounts for 700-something, I guess. 
But of the 10 public housing units that were in New Orleans, obvi- 
ously a large amount of those units were vacant, I would think. 

Mr. Jefferson. As I said, I misspoke, there weren’t 18,000, it 
was something like 1,800 on the waiting list. I suppose the units 
may have been in disrepair; I am not quite sure why they weren’t 
open. 
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Mr. Bachus. I think that is a wonderful question, why do you 
have a waiting list and a bunch of vacant units? At least that is 
the information we got. 

Secondly, how many of those units were destroyed in Katrina, of 
the 7,400? 

Mr. Jefferson. Remember, in some places the units weren’t af- 
fected at all. In some places there was no effect. In other places it 
was only the first floor. The second, third, and fourth floors were 
not affected by the floodwaters. So the issue in most cases would 
be you go into the first floor areas, either make them available for 
people to live in right away or at least clear them so people can 
go upstairs. 

Mr. Bachus. I understand that. I am just trying to weed out, try- 
ing to kind of get to a number. 7,400 before the storm, how many 
after the storm that you could have moved someone back into? How 
many were not damaged? Does anybody know? 

Mr. Melancon. I would think maybe the LRA folks might have 
that statistic. I don’t really know. I do know that in Orleans Par- 
ish, HANO runs the housing authority and that probably could be 
gotten from them directly, the exact number. 

Ms. Waters. Would the gentleman yield? 

Mr. Jefferson. I am told by the folks who know that at least 
two of the public housing developments, C.J. Peete and Lafitte, 
largely could have moved in there. 

Mr. Bachus. How many are we saying? 

Mr. Jefferson. I don’t know. 

Mr. Bachus. Just give me a ballbark figure. 

Mr. Jefferson. I am reluctant, but of the 5,000 families that 
were in public housing before, virtually all of them could have 
moved back is what I am being told here by folks who know more 
than I do about it. But I can’t give you the answer. I would be glad 
to try to supply it to you specifically. 

In any case, we are talking only about the ground floor apart- 
ments in every instance. That would be a fourth of what we had 
available — 

Mr. Bachus. Even the ground floor. One figure that I have indi- 
cates that maybe 4,300 of them could have been destroyed or dam- 
aged. Is that what they have proposed to replace? They say they 
are going to replace all of them. 

Ms. Waters. The problem is HUD has not agreed that any of 
them were — could be returned to because their decision to tear 
them down did not allow them to agree that any of them could be 
repaired for return. 

Mr. Bachus. Now they say they don’t — they can’t move back in 
them because they are going to replace them, but does that mean 
the undamaged units or just the damaged units? 

Ms. Waters. What the residents have done is they have gone 
through the housing developments and identified all of these units 
that are habitable that are not damaged, particularly as Mr. Jeffer- 
son said, where you only have minimum damage to the first floor 
and the units above are in perfect condition. 

Mr. Bachus. Down the line the question I am going to ask is 
why are you replacing units that have minimal damage? But I 
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guess my first question is I have had nobody that has been able 
to tell me how many units — 

Mr. Jefferson. Remember, this is 18 months later so within the 
first 4, 5, or 6 months even those damaged on the first floor could 
have been straightened out. 

The Chairman. We are going to have HUD in the next panel. 

Mr. Bachus. Only 1,000 families have returned so I am not sure 
that there is not another 1,000 units they could move back into 
right away. 

The Chairman. We are going to have HUD and another group 
that might have something to say about this for tenants. So we will 
be getting in a later panel of people who know that. These are very 
important questions and they will be very central there. Let’s move 
on. I would say to the members if members can forego asking ques- 
tions now, we will give extra time later. We do want to move on. 
But we are not going to cut anybody off. 

Mr. Watt. 

Mr. Watt. Thank you, Mr. Chairman. I think I just want to 
make one point and I should be able to make it briefly by asking 
Mr. Jefferson whether in addition to the public housing that has 
not been occupied, there were several hospitals, I understand, 
where the first floors were substantially damaged. Can you just tell 
us what has happened with allowing or not allowing patients, med- 
ical patients to move back into second, third, or fourth floors of 
those hospitals versus what has happened with the public housing 
residents, allowing them to move back in the second, third, or 
fourth floor units? 

Mr. Jefferson. I think the gentleman’s question is a point for 
a very powerful argument; that is to say, if we could and we did 
successfully gut out and clean up the ground floor of hospital build- 
ings and we have permitted people to go up on the second floors 
and so on and be treated, people who were actually sick and ailing, 
certainly the argument is profoundly for the notion we can do the 
same thing in public housing, do the first floors and let people live 
upstairs without any threat to them or their families. 

And so we certainly did it back there because it was necessary 
to open up the hospital facility, particularly private ones where it 
didn’t depend upon the Stafford Act to get them going, but they 
had private insurance, they used it, they came in and cleaned ev- 
erything on the first floor and moved patients up and got back into 
business. Still can do that today. I thank the gentleman for his ob- 
servation. 

Mr. Watt. 17 or 18 months later has HUD done anything to re- 
place the public housing units that they said they were going to de- 
stroy as opposed to allowing people to return? What steps, if any, 
have they made to build any new public housing units? 

Mr. Jefferson. None that I know of. They have taken the occa- 
sion when people are out of town to talk about demolition, when 
before the storm there was no talk about replacing these units at 
all. One would have to ask why after the storm. I observe that it 
is convenient because people are not there to be at the table to 
fight for themselves and while they are away HUD is taking this 
action without input from the tenants and from the community. It 
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is a disaster that is happening there now, a second disaster on top 
of what they have already suffered. 

Mr. Watt. Thank you, Mr. Chairman. I yield back. 

The Chairman. The gentlewoman from Illinois. 

Mrs. Biggert. Thank you, Mr. Chairman. Dr. Boustany, you 
mentioned that there was some movement or progress since 
Katrina and Rita in moving more families towards permanent 
housing, towards homeownership versus rental of the public hous- 
ing. Could you expand on that a little bit? 

Mr. Boustany. Actually, it wasn’t since the hurricanes, it has 
been an ongoing program, which I think has some valuable lessons 
to offer. I was urging the committee to look at that as part of a 
comprehensive look at all of this. 

Mrs. Biggert. Do you think that is a good goal after this with 
the lack of moneys involved that people would have? 

Mr. Boustany. I think it is an admirable goal and I think we 
have seen some success and also satisfaction upon the part of those 
who have been able to move on to homeownership. So simply I 
think it is part of the equation. It may not be the sole answer, but 
it is part of a comprehensive look at the housing issues. 

Mrs. Biggert. Thank you. There is a disturbing AP story from 
today about how there has been so many — I will start out, it says 
that the U.S. Government gave $84.5 million to more than 10,000 
households right after Katrina, but the census figure shows that 
there were fewer than 8,000 homes that existed there at the time, 
and then there is another story about a woman who — she has al- 
ready been prosecuted, but she had an application over the Inter- 
net claiming damage to her home in New Orleans, and come to find 
out, she never lived in Louisiana. She received $65,000 in disaster 
aid, court records show. 

In your areas have you experienced this and do you think that 
the government, whomever is responsible, FEMA, is trying to get 
back $300,000 from people who have fraudulently said they lived 
there. 

Mr. Melancon. If I could, there was, for example, a sex change 
operation, and Gucci purses paid for with this money by people 
who didn’t live in the disaster zone. Anytime the government is 
handing out checks, there are people who are going to deceive, and 
I hope they get every dime of it back and prosecute those that they 
catch because it is a disservice to the American public and to the 
people who deserve it. 

From a standpoint of what transpired, that was FEMA putting 
those dollars out. They didn’t have a plan, obviously. They put out 
credit cards at first or debit cards and that was a whole other fi- 
asco. People in Houston got them, people in Atlanta didn’t get 
them, Dallas didn’t get them, Alexandria, Lafayette, wherever. So 
there was supposed to have been a plan. 

FEMA is supposed to be emergency response. They should know 
what they should be doing and shouldn’t be doing, and they don’t. 

Mrs. Biggert. Do you think this is still a challenge or that there 
has been progress made? Mr. Taylor. 

Mr. Taylor. One of the things that I mentioned, again, was that 
we are extremely grateful for the help we have received through 
our Nation. One of the things I hope this committee will pass is 
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a full public accounting of where the CDBG funds went, just for 
your reason. These are small communities. I think that is wonder- 
ful. We all know each other, we know whose houses are gone, we 
know whose houses got clobbered, and we know which houses 
didn’t have any damage at all. The people will be the best judge 
of all as to whether or not these funds were spent properly if there 
is an accounting of where the money went, and I would welcome 
that as one of the things that come out of this committee. 

Mrs. Biggert. Thank you. I yield back. 

The Chairman. The gentleman from New York. 

Mr. Meeks. Thank you, Mr. Chairman. Let me ask Mr. Jeffer- 
son — and first let me join the gentlewoman from California, in that 
to me the public housing issue, and as I heard you testify, as I lis- 
tened intently in my office, is the number one issue of getting those 
individuals back into their homes. Because it seems to me that 
until they get back, that gives all other excuses for not doing other 
things within those communities like the redevelopment of the 
schools, the businesses, and other businesses coming. They won’t 
be there unless there are schools and other opportunities. 

My question to Mr. Jefferson is: Is there any link that you see 
with reference to the overall economic development of those com- 
munities with the lack of individuals coming back to the public 
housing area? 

Mr. Jefferson. Absolutely. The people in public housing, some 
would like to suggest, don’t get up and go to work every day, but 
that is, of course, not true. Almost everybody there, there was a re- 
quirement, unless you had a child under such and such an age, you 
still had to be either actively looking for work for 20 hours or find- 
ing work or whatever, but everybody else had to be on a job, and 
they were. In fact a lot of the folks are working not one but two 
small jobs in hotels and restaurants. In a hospitality community 
like ours, the company cannot be expected to come back without 
the people who are low-income workers back in town, and a lot of 
these folks were in the public housing so it is critical to the recov- 
ery of our economy. A lot of business people right now are sup- 
porting the public housing tenants who are here for that very rea- 
son. They want to see them come back to town because they need 
their workers back in town, people need to be there, and of course 
the other things, a lot of the children who aren’t in school yet, a 
lot of the hospital care that we have been looking to get back, it 
all depends on the low-income workers coming back to town. We 
hope it will be better than it was before, we hope the jobs will pay 
more than they did before, we hope we can create a new economy, 
more diversity and all that, but the truth of it is there is still a 
great demand for the workers who are out of town who lived in 
public housing before to come back, and it is a large number of peo- 
ple, 5,000 families, maybe 20,000 people who are not back and who 
could be back in town. 

The reason we can talk about this so much is because when we 
talk about public, private, and all that, public housing is what it 
is, public housing built by the government, maintained by the gov- 
ernment, people pay rent and all of the rest of it. It is the thing 
we can fix most directly, and the folks who are most vulnerable, 
and some of the public housing people are also senior and disabled. 
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and all of the rest feeds into this, and it is just a disgrace that we 
haven’t fixed this problem yet. 

The Chairman. The gentleman from New Mexico. 

Mr. Pearce. Thank you, Mr. Chairman. I will just make a couple 
of comments, and then I will yield back. First of all, it is amazing 
how eventually we all come back to the moral decisions; is it fair, 
is it right, is it just? I hear from your perspective that there are 
many comments of the lack of justice. Those things begin to be not 
quite so clear if we have other considerations. For instance, I heard 
the National Flood Insurance Program was the only program that 
worked properly. I will tell you, if we have a billion dollars a year 
income into that program, the losses were $21 billion we bailed out 
to the National Flood Insurance Program from the last Congress by 
$21 billion, maybe even $23 billion. I suspect if we had given a 
bailout to the private insurers, that they could have been more 
generous. So we have to ask ourselves, was that fair? 

Also, the observation that insurance rates have gone up. I had 
a complaint last week from a guy who had a vehicle accident and 
his insurance went up. Is it fair to charge him a greater rate for 
his insurance or should that responsibility for his location at that 
time be borne by others? 

And, again, I am bringing up the point that when I look through 
later documents, I see the William J. Fletcher housing, $83 million 
divided by 347 units, $239,000 per low-income unit. We don’t live 
in $239,000 high-income units in New Mexico and yet we are asked 
to pay for these units to be rebuilt, and I ask about the fairness. 
That was not just in that one unit. If we go into the Lafitte section, 
it is $247,000. If we go into the B.W. Cooper units, it is $268,000. 
So these units are extraordinarily high priced for low-income units. 

I am trying to make my comments and yield back to the chair- 
man. You all can then respond if you like. The Section 8 moneys, 
yes, I agree that they are misspent, but I will tell you that last 
week the omnibus money was taken away from New Mexico in a 
rerouting of the Section 8 formula. We lost in one area of my State 
100 people off of low income. That is what we are going to lose of 
low-income assistance. Another area described is going to lose 1 
month of rent for everybody in the system. 

And so yes, it is a question of fairness, but that fairness begins 
to, when you look nationwide, begins to have a different relevance. 
Mr. Chairman, I know that I have prompted many comments, but 
I yield back and if you want people to answer, I am more than 
happy to have the discussion. But it is your time. Thank you. I 
yield back. 

Mr. Taylor. Mr. Chairman. 

The Chairman. The gentleman yielded back. Briefly, the gen- 
tleman from Mississippi. 

Mr. Taylor. In a question of fairness, I hope I made it very clear 
that I want our Nation to look into the policy that allows the pri- 
vate sector to adjudicate a claim and decide whether a private com- 
pany is going to pay the claim or the Flood Insurance Program. 
Flood insurance lost $20 billion. The private sector made $45 bil- 
lion in profits after paying Katrina claims. You want to look into 
fairness, look into that. If you want to look into fairness, should it 
be fair for those insurance companies to be exempt from the anti- 
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trust laws, to be able to call each other up and say, let’s raise our 
rates. We all do it, nobody gets in trouble. 

Is it fair for insurance companies to be able to say by the way, 
I am not playing my claims, how about you don’t pay your claims 
and you don’t pay your claims, and then there is no peer pressure 
for us to pay our claims. 

That industry made $45 billion in profits after Katrina. They 
made $60 billion last year. I really hope this Congress will look 
into the fairness of the insurance industry. 

The Chairman. Speaking of peer pressure, I will begin to get a 
great deal from my peer committee chairs if we continue to dis- 
regard jurisdiction entirely. So we do have to try to stick to the 
question of housing in Katrina. And let me now recognize the gen- 
tleman from Massachusetts. 

Mr. Capuano. Thank you, Mr. Chairman. Mr. Chairman, I don’t 
have any specific questions for this panel because the truth is over 
the last year-and-a-half these four gentlemen, particularly the 
three whom I have worked with the closest, have driven me abso- 
lutely insane with their commentary and pushing and shoving us 
to do the right thing. I will tell you that honestly, gentlemen, I 
would hope some day to be as strong an advocate for my constitu- 
ents as you have been for yours. 

I will also say — the only thing I have left to say honestly is as 
a Member of this Congress, as an American I am embarrassed by 
what we have done to your constituents or, more importantly, more 
precisely, what we haven’t done for them. I think this entire mess, 
the fact that you are even here today is a black mark on the his- 
tory of this country, of how little we have done for our fellow Amer- 
icans when none of them asked for this. This was not a choice by 
anyone; it was a natural disaster. 

The fact that we are here today talking about it, I know it makes 
you gentlemen angry, it makes me angry as well, and I would only 
hope that this Congress does what it can to make your constituents 
whole, so that we can move forward. This issue does raise lots of 
questions of what we should be doing in the future. 

That is separate from what we should have done for people on 
the ground who got hurt. And again, I just want to thank you for 
being such strong advocates for your constituents, and I can only 
tell you your pushing me has prompted me to commit myself again 
to doing what we can to make this right. 

The Chairman. The gentlewoman from Minnesota, Mrs. 
Bachmann. 

Mrs. Bachmann. No, Mr. Chairman. Thank you. 

The Chairman. You were next on the list that I was given. The 
gentlewoman? No? Okay. 

Then did the gentleman from New Jersey wish to be recognized? 
Oh, well, the Chair is pleasantly surprised. 

The gentlewoman from Tennessee. 

Mrs. Blackburn. Thank you, Mr. Chairman. 

I just have a couple of quick comments. I want to thank the four 
panelists for their testimony, and I would note for the record that 
my parents live in the Jones County, Mississippi, portion of Mr. 
Taylor’s district, and so I had the opportunity to be down there 
right after Katrina hit. 
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Just two quick comments. First of all, the four of you have each 
mentioned the importance of public-private partnerships in housing 
initiatives going forward, and my question to you is do you have 
a list of best practices that you would recommend or guidance that 
you would suggest that literally would have to be included? 

And then the second thing you mentioned, the ineffectiveness of 
Road Home, and I wondered if you had — to the gentleman from 
Louisiana — a specific reason for what you thought was the reason 
for that ineffectiveness. 

And, Mr. Chairman, that is the only two questions I have, so I 
will go ahead and yield back and then whatever they would like 
to add to the discussion. 

Mr. Bachus. Would the gentlewoman yield any additional time 
she has left? 

Mrs. Bachmann. I yield to the ranking member. Yes, thank you. 

The Chairman. The gentleman is recognized. The gentlewoman 
yielded. The gentleman from Alabama. 

Mr. Bachus. If they would answer the question. 

Mr. Melancon. To the Road Home, I think you will have that 
opportunity in the next panel or the panel after to ask what the 
difficulties and the problems are, to explain why they are not mov- 
ing any faster. 

From a standpoint of the public-private partnership, I think that 
is where the community that is out there, the bankers, the Fannie 
Maes and whomever else, ought to be bringing it to the people of 
jurisdiction and saying, this is something we can do. I am not a 
banker, I am not a homebuilder, so I don’t know where to start, 
but I do know — and we talked about the cost of units, Mr. Pearce 
did. The cost of units is an element of the Federal Government 
doing it, saying that is what it is going to cost. I don’t have a clue. 
I don’t have jurisdiction on it, but I do know — and I regret to see 
anybody lose housing anywhere in this country for any reason; 
however, if we didn’t have a deficit, we wouldn’t be looking at this 
problem. We would have been able to probably appropriate without 
the need to worry about disadvantaging people in other parts of the 
country. 

This whole thing from the get-go has kind of been backwards. 
The FEMA trailers should have been for the people to live in to go 
back and reconstruct after the water finally got out. Instead, 
FEMA was paying for hotel rooms, apartments, trailers, and any- 
thing that was available in the disaster area to put EEMA contrac- 
tors in, the FEMA people in and everybody who is going to make 
some money or oversee what is going on, while they wanted all the 
disaster victims to live 10, 20, 40, 50, or 60 miles out in these 
makeshift camps that they have put up. And we should have been 
putting those workers there, making them commute in, putting 
trailers in the communities where the people want to get back and 
rebuild. 

You can’t go back and work, you can’t go back and rebuild, un- 
less you have someplace to live. And then, of course, the utilities, 
the law enforcement, the health care, the schools, that is a hin- 
drance to anybody coming back that has a family. There are people 
who want to come back. The living conditions with 5,000 miles of 
sewer lines just in the city of New Orleans that have to be tested 
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and figured out what is good, what is not good. So if that is the 
case, then that probably equates to gas lines, water lines, telephone 
lines, and power lines, you know. 

So it is very complex, and I wish we could address it all and say, 
yes, we will do it, and we finish. But it is not that way. 

The Chairman. I thank the gentleman. 

The gentleman from Missouri. 

Mr. Clay. Thank you, Mr. Chairman. 

Two quick questions, one to Representative Taylor. Representa- 
tive, what percentage of residents have returned to your district 
since the hurricane? And have the businesses reopened and been 
properly staffed? Does Mississippi have a similar setup as Lou- 
isiana, like the Louisiana Recovery Authority, and if so, how does 
that work? 

Mr. Taylor. The State of Mississippi — I think it is fair to say 
that in the southernmost part of Mississippi, the Fourth Congres- 
sional District, that the population has not changed much. What 
has happened is that people who lived right on the coastline might 
now live 30 miles inland. People who lived 10 miles inland might 
live 40 miles inland. 

In my home county, 90 percent of all the homes were either de- 
stroyed or substantially damaged. That is a huge housing deficit to 
accomplish in a short amount of time, and it has not been accom- 
plished. So you still have a heck of a lot of people — starting with 
myself, I am living off the generosity of my brother and his fam- 
ily — a heck of a lot of people living on other people’s couches or in 
a FEMA trailer. 

We had — at the high point we had 35,000 south Mississippi peo- 
ple living in FEMA travel trailers. That number is probably still 
close to 30,000, and it is not their will to rebuild that is the ques- 
tion, it is the ability to rebuild. They didn’t get the insurance 
money. It is hard to find a contractor. Businesses, for example, 
Northrop Grumman shipyard, a major supplier to the Nation, has 
a 1,000-worker deficit at the shipyard, and a lot of it is due to 
housing. People who might be handy might be rebuilding their own 
homes before they go back to work at the yard, or they might take 
a job building homes until they decide to go back to the yard. An- 
other major shipbuilder has brought in 1,000 people from overseas, 
I regret to say, and actually had to put up the housing for them 
onsite because there is no housing in the private sector. 

So to Ms. Waters’ question, housing is just an enormous problem. 
It is going to be a challenge for probably the next decade to get peo- 
ple just back to where they were the day before that storm. 

Mr. Clay. Thank you for your response. I look forward to work- 
ing with you on meeting those housing needs. 

Let me ask Mr. Jefferson, and this will be my final question. I 
read recently in the New York Times about the Army Corps of En- 
gineers’ decision to — whether to restore and rebuild the levee that 
protects the east bank versus the west bank. What kind of impact 
will that have on the people who want to resettle both areas? And 
do you agree with the decision of the Army Corps? 

Mr. Jefferson. No, I don’t agree with the decision of the Army 
Corps. The Army Corps is talking about a better way — it almost 
sounds like a public housing discussion here — a better way to do 



37 


a more comprehensive plan, and some other part down the river, 
that will do away with the need to build the west bank levee, 
whereas before they had plans to do that because they thought it 
was necessary for short-term flood protection. 

There is still a need for that, and there will be a need for it this 
next hurricane season, so we are urging the Corps to finish the job 
where it started the levee system and then go to the more expen- 
sive, wonderful thing that will happen down the road 6 or 7 years 
from now. But it shouldn’t leave people unprotected as it goes 
about its work. As it now develops a better idea, we ought not to 
penalize until we wait, because the next hurricane season isn’t 
going to respect that observation of the Army Corps. 

The Corps, as I said to you earlier, has to be held more account- 
able for what it does here. Anytime — for 84 years the Corps has 
had immunity. I haven’t talked with Chairman Frank, but I know 
it is not in the jurisdiction of this committee, but for 84 years, part 
of that time, it only had to deal with rivers and building levees for 
rivers, which is a lot less of an issue than protecting against hurri- 
canes. And they had that responsibility now since the late 1960’s, 
and they are treating it without the sort of urgency that you need 
to treat this, this situation with, the idea that they can actually 
themselves be the cause of major disasters. And they have now de- 
termined that they were the cause of the disaster that drowned our 
city, because the day after the storm, of course, people were willing 
to go back, pick up the branches, and do some other things, and 
get their roofs fixed and go back to work, and then the levees 
broke, and the place was flooded. 

The Chairman. I do have to — we are having enough trouble cov- 
ering housing. I need some restraint here. Anything further? 

Mr. Clay. I yield back. 

The Chairman. The gentlewoman from New York. I do urge 
Members to stay on our topic. 

Mrs. McCarthy. I thank my colleagues for the testimony, but I 
have no questions at this time. A lot of the questions I have will 
actually go to the next panel. 

The Chairman. Thank you. 

The gentleman from California. 

Mr. Baca. Thank you very much, Mr. Chairman. Thank you for 
holding this hearing. 

First of all, my question is to the general body, and I would like 
to have Congressman Jefferson probably lead off the original ques- 
tion. In light of FEMA’s — I would like to give FEMA credit. I can’t 
help but notice its quick response to the assistance of families who 
were impacted by the recent tornado in Florida. It was a quick re- 
sponse in that area. 

How would you compare FEMA’s response to the recent disaster 
in Florida to its failure to respond to families displaced by Katrina? 
It is a concern that I have. I mean, we immediately jumped on it, 
and it is to their credit that we did, yet we have not responded, 
and that impacts all of us. And it has been 18 months, and we are 
having a hearing right now. We are having you here to testify. Can 
you please get your general feelings and how your constituents feel 
about the lack of response? 
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Mr. Jefferson. Well, there is no comparison about the pace of 
response in Florida and the pace of response that we experienced 
with Katrina. I would hope FEMA figured out something about 
how to do this job better over this period of time. But for us looking 
back, there is a whole lot more that we can do to make this thing 
work better. 

FEMA completely failed us in the rescue and recovery and — res- 
cue and immediate rescue and I guess the debris pickup and all 
that sort of business, and now in the long-term recovery we are ex- 
periencing new and different problems. 

If I might just say, one of the big issues now with EEMA on our 
recovery side of it is this — I guess this falls under this committee’s 
jurisdiction because it relates to housing. The infrastructure part 
of it, the facilities part of it, you can’t — as Mr. Baker said, whole 
communities have to be recovered. You have to have a police sta- 
tion and this and that, hospitals up, and libraries. You have to 
have all of those things working. EEMA is fussing with our city 
about what valuations are ours, a huge set of issues. The city says 
it takes $100 million to build back a sewer system. FEMA says it 
takes $10 billion. They never get together on it. And so we are ex- 
periencing very different issues now with FEMA, wholly apart from 
the quick response to when folks just get hit by the storm. Down 
the line they are making some very critical, bad decisions now that 
we ought to take a good look at and figure out how we can do a 
better job. Thank you. 

Mr. Baca. I hope race didn’t play a part in part of it. Do you feel 
that race played a part in any of this? It seems like we reacted 
now — 

Mr. Jefferson. Race and poverty are always suspect categories 
in this country, and we certainly — as I told you earlier that 94 per- 
cent of the people who were displaced in Houston were African 
American, and 64 percent of our folks who were living in affordable 
housing. So you have to kind of look at these things and see wheth- 
er or not there is some connection. I think it is an important ques- 
tion to ask and an important question to get a real solid answer 
to, response. We don’t have an answer to it yet exactly, but we 
have our suspicions about what happened. 

Mr. Baca. Any other Member want to respond? 

Mr. Taylor. I think FEMA treated everybody equally bad. It was 
nondiscriminatory. 

Mr. Baca. Thank you. 

The Chairman. The gentleman from Georgia. 

Mr. Scott. Thank you, Mr. Chairman. 

You know, I represent the Atlanta area in my district, which rep- 
resents the counties around Atlanta in the metro area, and we are 
home to the second largest group of evacuees from the New Orle- 
ans area, next to Houston. So we are very concerned about this 
failure, and it is a failure. It is an astounding catastrophic failure 
of leadership at the national. State, and local levels. 

And there are two things that really symbolize this failure to me. 
One is the fact that in the President’s State of the Union message 
last week, not one time was the word “Katrina” mentioned. That 
is astounding to me. And the other one was that evacuees were 
kicked out of motel rooms when they needed them most while 
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FEMA had trailers in a cow pasture in a place called Hope, Arkan- 
sas. How ironic, Hope. Those two things, very symbolic. 

I just wanted to ask a quick question about housing though. And 
I want to try to get at this issue of getting money down into the 
area, getting additional funds as soon as possible. And many of the 
funds that we have already appropriated here in Congress require, 
for example, significant matching grants to programs such as com- 
munity development block grants. 

My question is to each of you. Are the requirements for local gov- 
ernments to provide matching funds holding up the projects? And 
if that is the case, should not Congress waive the matching fund 
requirements? And then secondly, I would like to go back and get 
at some assessment of the status of those trailers, manufactured 
housing, that are sitting in those cow pastures in Hope, Arkansas. 

Could either of you respond to just those two issues on the fund- 
ing and what is going on with those trailers in Hope, Arkansas? 

Mr. Taylor. To give you some idea, the trailer contract in Mis- 
sissippi was let, cost-plus noncompete contract, to an outfit called 
Bechtel. We put a pencil to it, and it turns out Bechtel was paid 
$16,000 per trailer by the time you averaged it out, to haul the 
trailer about 60 miles, plug it into an electrical outlet, hook it up 
to a water hose, and find a sewer tap. People do this every week- 
end when they go on vacation. $16,000 per trailer. I realize it is 
not the jurisdiction of this committee, but it is the jurisdiction of 
Congress to look into that. 

On the second part, in the case of Waveland, Mississippi, the city 
hall, the fire station, every store in town was gone, and cities live 
on sales tax. And so absolutely, to the greatest extent possible, the 
Federal share has to be waived for these communities on a case- 
by-case basis. Some cities actually did okay, because if they still 
had stores, they had a lot of revenue from sales tax. But certainly 
there ought to be some flexibility on a case-by-case basis for those 
communities that were absolutely clobbered to have the fee waived. 

Mr. Jefferson. There is an exhibit prepared by some of our folks 
from Louisiana which shows that for every major storm in recent 
times, we have had waivers, except you see our block is an empty — 
there is no check there. And at a time when it costs more than any 
other case, $6,700 per capita, to try to work on recovery here, there 
has been no waiver. And in our City of New Orleans, we have had 
restored about 25 percent, a little bit more of that, of our tax base. 
And so we have no way on God’s Earth to make this work, and our 
State, of course, has had to carry a lot of new additional burdens. 

I think it is only fair, because of the magnitude of the storm, and 
I said before, I repeat myself, because of the participation of the 
Corps in bringing about this disaster, that it would be a good re- 
sponse now to permit — at least for the time that it will take for our 
city to restore itself to the full taxing authority — to have a waiver 
on the Federal level to make it possible for our recovery to take 
place fully. 

The Chairman. The gentleman from Texas. 

Mr. Green. Thank you, Mr. Chairman. And I would like to, if I 
may, address initially, Mr. Chairman, the question of razing — that 
would be R-A-Z-I-N-G — thousands of units of public housing 
rather than raising, R-A-I-S-I-N-G, these same units at a time 
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when thousands of persons are in need of housing. A future prom- 
ise seems to he the carrot. 

Well, we have a saying in my church, “Pie in the sky by and by 
is fine, but there is nothing wrong with something sound on the 
ground while you still around.” A lot of the folks who are in Hous- 
ton, Texas, some 20,000, I am told, will probably not be around by 
the time we raise, we elevate, and we construct public housing in 
New Orleans. 

With reference to those who contend that free enterprise and mo- 
rality should be the acid test, let me remind my good friends that 
when 9/11 occurred, we allowed free enterprise and morality to be 
the acid test, but notwithstanding this, we still find that each of 
the families received about $3.1 million. $3.1 million, 42 percent of 
that coming from the Federal Government, pursuant to the RAND 
Institute for Social Justice. 

We cannot treat people in New York better than we treat people 
in New Orleans. People deserve the same treatment when they 
have been hit by a horrific disaster comparable to what happened 
in 9/11, and I support what happened in terms of compensating 
those victims. We have to do a similar thing for the people in New 
Orleans. And I think that this Administration has failed miserably, 
because we had an opportunity to develop a paradigm for going for- 
ward, a paradigm for all time, if you will, that would deal with 
when people are displaced, that would deal with resettlement of 
those persons who are on public assistance who have been dis- 
placed in terms of their immediate shelter, their long-term shelter, 
their intermediate shelter, health care, and counseling. 

We have students in the schools in HISD who have not had suffi- 
cient counseling. They have not been given the assistance that they 
need to adjust to their new environment. Their parents, many of 
them, have not been counseled. 

There must be a way for us to revisit all of this and to develop 
a paradigm that is going to help us in the future because it is my 
belief that this is not the last disaster that we are going to have 
to contend with. We ought to have a national disaster insurance 
program, national disaster insurance, regardless as to whether it 
was a tornado or hurricane or earthquake. When you are hurt and 
you are living in the richest country in the world, there is nothing 
wrong with expecting your friends and neighbors to be of assist- 
ance, as was the case with 9/11. We need national disaster insur- 
ance. 

And finally, I want to compliment both the chairman and the 
subcommittee chairwoman for the outstanding job done, and I look 
forward to visiting New Orleans again. 

I will just mention this in closing. When we went to Louisiana 
the last time, we had one person from the other side with us, and 
that was the then-chairperson of the Housing Subcommittee. I am 
inviting my colleagues, please, let’s go to Louisiana together, and 
let’s work together to do something to help the survivors of Katrina 
and Rita. 

I yield back, Mr. Chairman. 

The Chairman. Any witnesses wish to comment? If not, the gen- 
tlewoman from Wisconsin. 
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Ms. Moore. Thank you, Mr. Chairman. Thank you for this dis- 
tinguished panel of my colleagues. 

I actually have been perusing the testimony of the other panels 
who are to come before us, and some of the things that they have 
said really do — really are appropriate for me to ask this political 
panel what is their take on that. In particular, I have been reading 
the written testimony of the chairman of the Louisiana Recovery 
Authority, and it is very — the conclusions that I have reached have 
been very disturbing to me, and I am wondering if you all would 
comment on it. And I would appreciate a bipartisan response, per- 
haps Mr. Boustany as well as Mr. Jefferson or Mr. Taylor. 

The public law authorizing dispensing of some of these housing 
funds that President Bush — Public Law 109-148 was signed by 
President Bush on December 30, 2005, and Mississippi received full 
funding of its program in December, and it was 6 months later be- 
fore Louisiana received any funding. There was — the legislation 
capped funding for any one State at no more than 54 percent of the 
total appropriated, even though Louisiana received 75 to 80 percent 
of the total damage from both Katrina and Rita. So it would appear 
to me — and it is a conclusion that I would welcome for you all to 
dispel — that assistance was rendered to folks on a partisan basis. 
And we have heard a lot about race being involved and so on, but 
this is clearly — at least I have concluded that there is some par- 
tisanship involved, and I would love for any of you to rebut that. 

You know, why would Mississippi get full funding 6 months — I 
mean, right away, right after the storm, and it was 6 months later? 
Why would the funding be capped at 54 percent for any one State, 
even though — I am sorry Mr. Chairman. Okay. 

The Chairman. No, that was an accident, but if the gentlewoman 
wants to have time to answer the questions, we should — 

Mr. Taylor. Number one, Mississippi was hit with a hurricane. 

Ms. Moore of Wisconsin. I am sorry? 

Mr. Taylor. Number one, Mississippi was hit with a hurricane. 
As horrible as it was, it was over in 24 hours. We knew how bad 
it was going to be. We knew what had to be done. And, yes, 83 per- 
cent of all of the homes that were flooded were in Louisiana, but 
we had a much higher percentage of homes that were destroyed 
outright. So you are comparing a hurricane in my district, a hurri- 
cane in Mr. Melancon’s district, to a flood in Mr. Jefferson’s district 
where it took several months just to drain the city. 

Secondly, I cannot begin to thank Senator Cochran enough. One 
of the reasons Mississippi did very well is that, thank goodness, we 
had the chairman of Senate Appropriations on the day this horrible 
thing happened to our State, and I am grateful that he did it. 

Ms. Moore of Wisconsin. He was a Republican chairman. 

Mr. Taylor. He is a good guy. I don’t care which party he is in. 
He took care of my people. And we all know that being a chairman, 
it puts a person in a position to help people, and Senator Cochran 
was a hero of Mississippi in this instance. 

But I hope that you would distinguish between the hurricane 
that hit Mississippi where, as horrible as it was, we knew Monday 
afternoon what had to be done. In Louisiana’s case, that flood lin- 
gered on for months. 

The Chairman. Mr. Jefferson. 
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Mr. Jefferson. Thank God for Senator Cochran and Mississippi. 

Two things can’t he right here. If the number in Mississippi was 
right, then the number in Louisiana is way wrong. I mean, I am 
not sure anybody sat down and tried to figure out exactly what it 
would take on a real-dollar basis to restore Mississippi, what it 
would take on a real-dollar basis to restore Louisiana, but if some- 
body did figure out that it took $5 billion in Mississippi’s case and 
Louisiana had 4 to 5 times the loss of houses and 10 times the loss 
of businesses, then it would take at least another 4 to 5 times more 
then Mississippi’s amount to get Louisiana straight. 

So I don’t begrudge Mississippi’s money. I am sure there was a 
bunch of politics going on there. But I would just hope that right 
now we can revisit this whole matter of what does it really take 
to fund the recovery; that somebody for a minute take a little time 
and make a real application of the scope of our losses as against 
the money provided for our recovery and see whether or not they 
match up right. And they don’t. I can tell you that right now. 

There ought to be in the pipeline for Louisiana without regard 
to how well the local folks are at administering the money, if there 
is such a thing as that. There just isn’t enough money starting out 
to match up to the scope of the damages even though it is a huge 
amount of money that we talk about here. As Mr. Melancon point- 
ed out — I am sorry — the $110 billion, $26 billion goes to rebuild 
public facilities and housing and levees and roads and all that. So 
it is just not — it was never a realistic way to approach this, just 
numbers pulled out of the air, and it wasn’t — sort of politics won 
out at the end of the day. 

The Chairman. Mr. Boustany. 

Mr. Boustany. Thank you, Mr. Chairman. 

There were two different supplementals that had community de- 
velopment block grant money. The first clearly was not enough for 
Louisiana. I am not sure why it ended up being what it was at that 
stage. After that, after that supplemental, there was an extraor- 
dinary degree of cooperation between the Louisiana Recovery Au- 
thority and Mr. Powell representing the Administration to come up 
with a figure that was deemed appropriate, and that is what we 
ultimately voted on. So basically, in effect, the LRA got what it 
asked for at the time, using Mr. Powell and his cooperation and the 
work — bipartisan work in Congress. And that is what happened. 

Now, is that figure — I think an appropriate question is to ask at 
this stage, why isn’t the money actually in the hands of the people? 
Because a lot of that money has not gotten into the hands of the 
people, and that is a question you should ask, and we all need to 
find out the answers. Thank you. 

The Chairman. Does the gentleman from Missouri have ques- 
tions? 

Mr. Cleaver. Thank you, Mr. Chairman. 

I would like to thank my colleagues for their willingness to come 
before us. And I have had the opportunity to go into New Orleans 
and, with the committee chaired by the Chair of the Subcommittee 
on Housing, Maxine Waters, we had a chance to discuss some of 
the issues with FEMA. I have a thousand questions, but I will only 
ask one, because maybe some of you have gotten this concern ex- 
pressed to you. 
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I received a phone call from Jessica, at Tennessee State, and 
Nora, who is out of a school in Missouri. They were students in 
New Orleans at Dillard University, which was completely covered 
with water. My son had just graduated from Dillard, hut stayed 
there to do a play at Tulane, a summer Shakespeare series, so he 
was also there. 

These students received money from FEMA, and most of them 
went out, purchased clothing, laptops, whatever they could, with 
the $2,000 to compensate for what they lost. About 4 months ago, 
students now in schools elsewhere are receiving letters from FEMA 
asking that the money be returned. Do any of you have any idea 
what is going on? 

Mr. Melancon. I think it is just government at its best. 

The Chairman. We will have a chance to ask FEMA that ques- 
tion. The Members might not know. 

Mr. Cleaver. I have one of the letters from FEMA. 

The Chairman. FEMA will be on the next panel, unless the Di- 
rector of FEMA has left now. 

Mr. Cleaver. I can’t wait. Thank you. That is all, Mr. Chairman. 

The Chairman. I thank the Members. And it is unusual to have 
this degree of questioning with the Members, but it is also unusual 
for Members representing areas to have undergone this devasta- 
tion. And I am sorry this is taking so long, but I don’t see any way 
around it, and we are now going to proceed to the next panel. We 
will take a 5-minute break. I do ask for people’s indulgence. This 
is worth a day of our lives. We will take a 5-minute break, and 
then we will have the next panel. 

[Brief recess] 

The Chairman. The committee will come to order. The next 
panel will consist of: Roy Bernardi, Deputy Secretary, Department 
of Housing and Urban Development; David Garratt, Acting Direc- 
tor of Recovery, FEMA; Walter Leger, chairman. Housing and Re- 
development Task Force, Louisiana Recovery Authority; and Gray 
Swoope, executive director, Mississippi Development Authority. We 
will begin with the Deputy Secretary. And you all have unanimous 
consent to submit your entire statements. So you may just proceed 
with your statement. There is no need to thank us for having the 
hearing or tell us what the hearing is about because we already 
know that. Let’s get right to substance. 

STATEMENT OF THE HON. ROY A. BERNARDI, DEPUTY SEC- 
RETARY, U.S. DEPARTMENT OF HOUSING AND URBAN DE- 
VELOPMENT 

Mr. Bernardi. Okay, Mr. Chairman. Today I want to share with 
you HUD’s recovery efforts in the Gulf Coast following the devasta- 
tion caused by the 2005 hurricanes. We have made great strides in 
the recovery effort, yet there are still many challenges that lie 
ahead, especially in Louisiana. This testimony focuses on three 
things: The $16 billion, $700 million in Community Development 
Block Grant supplemental funds for long-term recovery; the recov- 
ery of New Orleans public housing; and the continuing affordable 
rental housing challenges. 

In response to the disasters, the Federal Government has com- 
mitted more than $100 billion to help the Gulf Coast, including, as 
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I mentioned, $16.7 billion for the CDBG program, the legislation 
passed by the Congress for the CDBG program was clear in its in- 
tent. The Federal Government would not and should not dictate to 
local communities how to rebuild. Those closest to the ground 
should do that. That is why the Gulf States and their Governors 
were designated with the principal responsibility for the design, the 
implementation, and the performance of their rebuilding efforts, 
with HUD having an oversight role as good stewards of the tax- 
payer dollar. We understood the importance of approving those 
funds quickly and getting the money into the hands of State lead- 
ers as fast and as responsibly as possible. We will continue to offer 
guidance and ensure compliance with the law, including the pre- 
vention of waste, fraud, and abuse. 

Recovery is taking time. States have only spent $1 billion, $200 
million of the $10.5 billion in emergency CDBG funds that HUD 
has awarded. Leading the way has been Mississippi’s Homeowner- 
ship Assistance Program, which has disbursed more than 11,000 — 
I understand 12,000 checks now to families to help compensate 
them for their losses so they can rebuild their lives. Mississippi has 
also used critical CDBG recovery funding to complete a master 
plan for infrastructure that develops long-term regional solutions to 
the water, sewer, and storm drainage needs of Gulf communities. 
While the task before Mississippi is a tremendous one, the task be- 
fore Louisiana is substantially greater. Its homeownership program 
alone has over 100,000 applicants. Only a handful of loans have 
been closed to date, we believe, and we hope that the State will 
soon achieve a rapid escalation of program implementation over the 
next 6 months. 

I would like to take this opportunity to explain the situation with 
public housing in New Orleans and its history. Mr. Chairman and 
members of the committee, even before the storms hit, public hous- 
ing in New Orleans was in a difficult state. Some buildings were 
70 years old and had not been kept up, they were crime-ridden, 
and in many circumstances the units were health hazards. In fact, 
the Housing Authority of New Orleans, or HANO, did such a poor 
job of managing their properties that HUD was forced to take them 
over 5 years ago, long before Katrina struck the city. Also before 
Katrina hit, a decision was made to redevelop some of these public 
housing units in favor of mixed income housing. For example, in 
Atlanta, the redeveloped areas there have borne huge social and 
economic improvements such as higher test scores for children in 
schools, less crime, and more livable communities, and we want to 
do the same thing in New Orleans. Despite what some may say, 
it is going to take more than just a little bit of cleanup, some spick 
and span, if you will, to make most of these units livable. That is 
why they were slated for demolition before the storm, and the 
storm made a bad situation even worse. That said, we are com- 
mitted to bringing back public housing residents, and we are fixing 
units to allow residents to return in a phased-in manner until rede- 
velopment moves forward. 

As Secretary Jackson said in August of 2006 when he visited 
New Orleans, every family who wants to come home should have 
the opportunity to come back. We have always felt that way. We 
always will, and we will work on making sure that happens. We 
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will continue to work with the local community to redevelop New 
Orleans public housing so families will have an opportunity to re- 
turn to better and safer neighborhoods. 

We have also been aggressive in our efforts to provide rental 
housing assistance to displaced families and individuals. HUD has 
also worked to provide previously HUD-assisted families and home- 
less individuals who were displaced by the storm with housing dur- 
ing this period by paying rental subsidies to over 30,000 persons. 
We have also assisted close to 25,000 families in finding affordable 
rental units. 

While New Orleans public housing is an important and viable 
piece to providing affordable rental housing in the region, it rep- 
resents only a small number of the 112,000 rental units in the five- 
State Gulf Coast region that were seriously damaged by the storm. 
In total, 13 percent of the damaged rental stock in the Gulf region 
was subsidized housing. Before the storm, there was moderately af- 
fordable shelter in New Orleans but the situation has worsened 
dramatically since the hurricanes, as we all would have imagined. 
Not only are there 112,000 fewer rental units in the five States, 
there is also increased demand for nondamaged units. In response 
to the rent inflation, HUD has increased the fair market rents for 
New Orleans by 45 percent since the storm. In the immediate 
aftermath of the hurricanes, the Department’s goal is to repair, re- 
habilitate, and rebuild the affordable housing projects to the great- 
est extent possible to ensure that the residents could return home. 

At this time out of 82,000-plus units in the area impacted by 
Katrina, there has been a permanent loss of only 263 affordable 
rental housing units, and that is for the FHA multi-family port- 
folio. The path ahead for rebuilding affordable rental housing is 
daunting. The Federal Government has done a lot to help the 
States, and I am confident that the States are working to address 
the many challenges. It is a path, however, that is going to take 
longer than anyone would have anticipated, longer than anyone 
would like. 

Mr. Chairman, members of the committee, people need help now. 
We remain committed to helping these families, using all the re- 
sources available to recover and stimulate economic development 
and restore hope to communities throughout the Gulf. 

Thank you. 

[The prepared statement of Secretary Bernard! can be found on 
page 162 of the appendix.] 

The Chairman. Mr. Garratt. 

STATEMENT OF DAVID GARRATT, ACTING DIRECTOR OF 

RECOVERY, FEDERAL EMERGENCY MANAGEMENT AGENCY 

Mr. Garratt. Thank you. Chairman Frank and members of the 
committee, I recognize that the committee’s focus today is centered 
on the ongoing efforts to rebuild housing in the Gulf Coast region, 
so I will focus my comments on the FEMA recovery programs and 
initiatives that directly relate to this important and continuing ef- 
fort. Under Section 408 of the Robert T. Stafford Disaster Relief 
Emergency Assistance Act, FEMA is authorized to provide housing 
assistance to individuals and households, a program which includes 
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rental assistance, home repair assistance, home replacement assist- 
ance, and direct housing. I will discuss each hriefly. 

Beginning with rental assistance, FEMA may provide rental as- 
sistance for eligible individuals whose homes have been made un- 
inhabitable or inaccessible due to the disaster and whose insurance 
benefits do not cover alternative living expenses. In the case of 
Hurricane Katrina, the majority of this assistance has been pro- 
vided to evacuees residing outside the damaged area. In total, more 
than $2.1 billion of rental assistance has been distributed to over 
672,000 households. Currently 35,000 households continue to re- 
ceive a form of rental assistance payment. 

Under home repair assistance, eligible applicants from Hurri- 
canes Katrina and Rita are authorized to receive up to $5,200 in 
home repair assistance. Repairing a home to make it livable where 
that option exists is a preferred remedy because it keeps people in 
their homes, in their communities, and is cost effective. However, 
in an event as massive and destructive as Hurricane Katrina, this 
is not always a viable option, as many families suffered major dam- 
age to or total destruction of their homes. However, for the many 
families that sustained minor or moderate damage to their homes, 
this is often the fastest and best housing assistance remedy. Today 
FEMA has provided over $318 million in home repair payments, 
helping make more than 129,000 homes habitable across the Gulf 
region. 

Home replacement assistance. FEMA is authorized to provide up 
to $10,500 in home replacement assistance to eligible victims of 
Hurricanes Katrina and Rita. Thus far in the four Gulf States most 
heavily impacted, Alabama, Louisiana, Mississippi and Texas, 
FEMA has provided more than $329 million to over 29,000 house- 
holds to assist them towards the purchase of replacement housing. 
It is important to note that neither the repair nor replacement as- 
sistance that FEMA provides is intended to substitute for insur- 
ance, nor can FEMA assistance duplicate any insurance benefits. 

In most disaster settings, temporary housing needs can be ade- 
quately addressed by FEMA rental repair replacement assistance. 
However, as we are all acutely aware, Katrina was no typical dis- 
aster. Katrina destroyed or significantly damaged tens of thou- 
sands of housing resources, greatly limiting our standard tem- 
porary housing options. In such a situation where traditional fixed 
housing resources are not available, FEMA can provide direct hous- 
ing assistance in the form of temporary housing units to eligible 
applicants. Direct housing assistance can be acquired from the Fed- 
eral Government by purchase or lease, such as apartments, but 
most often through the provision of manufactured housing — travel 
trailers and mobile homes. Following Katrina, both options were 
employed. Direct leases were secured to house evacuees outside the 
impacted area and manufactured housing was provided within the 
heavily damaged areas of Louisiana, Mississippi, and Alabama, 
providing the option for many disaster victims to remain in their 
communities close to their jobs, families, friends, and their chil- 
drens’ schools. In some cases families were able to remain on their 
own property. 

At present, more than 91,000 applicants continue to receive a 
form of direct housing. Over the course of the last 17 months. 
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FEMA housed more than 120,000 households in temporary housing 
units. As a sign of progress, the total number of households cur- 
rently living in temporary housing has decreased to 91,000 and 96 
percent of the housing requests have been resolved. Eighty percent 
of temporary housing units are on private sites where individuals 
are rebuilding their homes. Direct housing is initially authorized by 
the Stafford Act for up to 18 months from the date of the disaster 
declaration, but the President may extend that period if he deter- 
mines that due to extraordinary circumstances it would be in the 
public interest to do so. 

President Bush directed FEMA to provide an extension of both 
direct housing and financial housing assistance programs. This new 
extension allows FEMA to continue to provide housing assistance 
through August 31, 2007. It also gives us additional time to con- 
tinue our work with the disaster victims. Federal, State, and local 
partners, and volunteer organizations to transition victims to more 
permanent housing solutions. 

Congress recently took some important legislative steps to help 
us address the challenges of disaster housing both for those af- 
fected by Hurricane Katrina and those who may be faced with 
similar housing needs in the future. In the 2006 supplemental. 
Congress appropriated $400 million to FEMA for a pilot program 
that could identify and evaluate new alternatives for housing dis- 
aster victims in the aftermath of a disaster. This legislation re- 
quired that FEMA target the funding and assistance to these 
States most affected by the hurricanes of 2005. Accordingly, Ala- 
bama, Florida, Louisiana, Mississippi, and Texas were invited to 
submit applications as part of a competitive process to identify the 
most innovative and promising alternative disaster housing solu- 
tions. This competitive grant process was designed to ensure that 
those proposed projects that met the greatest number of selection 
criteria received first consideration. 

The alternative housing pilot program grant guidance was re- 
leased on September 15, 2006, and applications from the five Gulf 
Coast States were due on October 20th. Each of the five eligible 
States submitted applications which collectively contained 29 dis- 
crete proposals. The 29 proposals totaled almost $1.2 billion in re- 
quested grant money, well in excess of the $388 million made avail- 
able for award, with the remaining $12 million reserved for nec- 
essary administrative costs and other costs. The Department of 
Housing and Urban Development, a key partner of ours in this 
pilot program, will lead a formal evaluation of all approved pilot 
projects. Five projects were selected by FEMA for potential grants 
across the four States that submitted competitive applications. 
Each project is being reviewed to ensure viability and upon suc- 
cessful completion of that review will move forward the funding. 

The Fiscal Year 2007 homeland security appropriations bill also 
made broad changes to the Stafford Act, many designed to allow 
FEMA greater flexibility in meeting future disaster housing needs. 
Key changes include the requirement for a pilot program that will 
allow for the repair of pre-existing rental units under FEMA hous- 
ing assistance as well as the requirement to develop a national dis- 
aster housing strategy. There are many other changes, and work 
on all of them is under way. 
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While finding housing for the many displaced households of Hur- 
ricane Katrina has been and will continue to be a challenge, FEMA 
remains committed to providing or coordinating continued assist- 
ance to these victims, together with our Federal, State, local, and 
private voluntary agency partners. We will continue to pursue as- 
sistance solutions that will effectively and compassionately help in- 
dividuals and households recover and re-establish their lives in the 
Gulf Coast region. 

Thank you. I am prepared to answer any questions you may 
have. 

[The prepared statement of Mr. Garratt can be found on page 
299 of the appendix.] 

The Chairman. Thank you, Mr. Garratt. 

Mr. Leger. 

STATEMENT OF WALTER LEGER, CHAIRMAN, HOUSING AND 

REDEVELOPMENT TASK FORCE, LOUISIANA RECOVERY AU- 
THORITY 

Mr. Leger. Thank you. Chairman Frank, Congressman Bachus, 
Congresswoman Waters, and members of the committee. Good 
morning. My name is Walter Leger. Before August 29, 2005, I was 
a resident of Saint Bernard Parish. I now live on higher ground in 
New Orleans. My parish, my community, had 27,000 homes, all but 
three severely or substantially damaged. We are still looking for 
those three. A vast majority of our community is gone, has moved 
away, and many will not come back. 

I thank you for allowing me to speak to you today in connection 
with Katrina and Rita, the first and third largest disasters in the 
history of this country. The Louisiana Recovery Authority was cre- 
ated as nonpartisan by Governor Blanco and coordinated recovery 
efforts related to the two storms. I am a volunteer or I should say, 
I guess, a draftee, having been asked by Governor Blanco to serve 
on the board and as chair of the board’s Housing and Redevelop- 
ment Task Force. 

Katrina and Rita caused an estimated $100 billion in damages 
in Louisiana alone. About $40 billion of these losses were covered 
by insurance. We are sincerely thankful for the estimated $26 bil- 
lion Congress set aside to help us rebuild our homes and infra- 
structure and levees, but that still leaves a gap of $34 billion, or 
about $20,000 in unrecovered losses for every Louisiana household. 

Your focus today is on how we are reinvesting the generous ap- 
propriations from Congress for housing. Like many of the other 
members of the LRA, I lost my home to 14 feet of water. More than 
200,000 homeowners and renters in south Louisiana suffered the 
same, or actually a worse fate. They lost their photographs, their 
family albums, every single belonging, and everything that made 
their house a home. They also lost their dry cleaners, their den- 
tists, their schools, and their churches. 

The LRA developed the broad policies for the Road Home Pro- 
gram. We do not implement or enforce the policies. The State De- 
partment of Divisions Administration is involved in that. The Road 
Home Program is the largest single housing program ever created, 
providing eligible homeowners with a grant to cover the gap be- 
tween insurance and the cost of repairs up to the pre-storm value 
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of their home with a cap of $150,000 and up to $50,000 in forgiv- 
able loans to low-income homeowners. We estimate more than 
120,000 homeowners will benefit from this program funded by $6.4 
billion in CDBG and $1.1 billion in Stafford Act housing mitigation 
funds, whether or not they had some insurance and whether or not 
they resided inside or outside a flood plain. 

Let me outline the action taken since Congress fully funded this 
program in 2006, 7V2 months ago. The same week we received pro- 
gram approval, the State’s Department of Administration signed a 
private contract to implement the program. The company set up 10 
housing centers throughout Louisiana and one in Houston, Texas. 
More than 105,000 applications have been received and recorded. 
Housing counselors have conducted over 72,000 in-person appoint- 
ments with applicants, and nearly 30,000 homeowners have been 
notified of benefit awards, totaling $2.5 billion, a commitment and 
obligation of contractual $2.5 billion. While only 500 homeowners 
have received their actual awards, many more are in the pipeline. 
This is not fast enough. It must move faster. We in Louisiana got 
our full funding for our various programs IOV 2 months after the 
storm, 71/2 months after Mississippi got full funding, but we are 
moving as quickly and as fast as possible, but there have been 
problems. 

The CDBG funds came down to us wrapped in red tape. One par- 
ticular area that should be addressed immediately is the SBA’s fail- 
ure to distinguish the difference between a grant and a loan. They 
are requiring homeowners to repay SBA loans with their Road 
Home grants; that is, take the $2 billion that we were given to help 
homeowners and give it right back to the Federal Government. 

Another obstacle is the Federal requirement that we deduct in- 
surance proceeds and FEMA payments from our awards. Verifying 
these deductions is time consuming and, worse, it requires the vol- 
untary cooperation of dozens of insurance companies, of which Con- 
gressman Taylor spoke. 

An additional area of concern relates to our use of Hazard Miti- 
gation Grant Program funds as required by Gulf Coast Recovery 
Chairman Powell. The State did not want to use moneys in this 
way, but we were told that the Administration would not support 
additional funding that was negotiated, that was not all we asked 
for, unless we agreed to use these funds. As of today, FEMA has 
been unwilling or unable to approve nearly $1.2 billion of funding 
that is desperately needed for the Road Home Program. We ask for 
your assistance there. 

Let me briefly, if I may, tell you about the rental programs. 
About 82,000 rental units received major or severe damage from 
the storms. In response, we set aside a total of $1.5 billion in 
CDBG funds, which will supplement the estimated $1.7 billion 
worth of private investments triggered by Congress’ expansion of 
the low-income housing tax credit program in the GO Zone legisla- 
tion. In total, with this $3.2 billion of investments we hope to cre- 
ate an estimated 35,000 units in a broad mix of deeply affordable 
units, mixed income development, and a one-to-four unit programs. 
Using approximately $667 million in CDBG funds, we hope to pig- 
gyback with the tax credits, and also while funding developers in 
these projects, we will be funding permanent supportive housing 
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for the elderly, deeply affordable units, and permanently support- 
able housing for the disabled and market rate units. 

These projects have enormous potential, yet increased construc- 
tion, labor, utility, and insurance costs have made some deals 
unfeasible. To ensure that the units at risk are successfully devel- 
oped, we request that Congress extend the December 31, 2007, 
placed-in-service deadline to December 31, 2009, and extend the 
December 2008 placed-in-service deadline to December 31, 2010. 

Briefly, the small lenders program, the LRA’s small rental prop- 
erty program, will provide gap financing of $869 million for the re- 
pair of about 18,000 small rental units, landlords who own one to 
four unit properties and who owned it before. The incentive will be 
$18,000 or $72,000 no-interest nonrepayable loans, assuming that 
you agree to deep affordability on a competitive basis with others 
applying for the program. The funds aren’t sufficient to comply 
with all of our rental needs, but we are being inventive in that re- 
gard. 

One of the Congressmen asked about — and I will wrap up, sir — 
first-time homeowner program. A $40 million first-time buyers pilot 
program will soon be available to allow low- and moderate-income 
renters to purchase damaged properties. 

One major aspect, you have asked for things that you could do, 
the cost share issue. $1 billion — we figure our cost share, the State 
cost share, local government’s cost share will be about $1.5 billion. 
Many of the governments, my own in Saint Bernard Parish have 
zero, nada, nothing in terms of ability to repay loans. The CDBG 
funds you gave us will be required to do so. Accordingly, with re- 
spect to that 10 percent match, unlike any other major storms or 
disasters in modern history, we take — ^you send us the $1.5 billion, 
and we send it right back to you. So we lose those funds. 

Gentlemen and ladies, I will be happy and look forward to an- 
swering any of your questions. 

[The prepared statement of Mr. Leger can be found on page 327 
of the appendix.] 

The Chairman. Mr. Swoope. 

STATEMENT OF GRAY SWOOPE, EXECUTIVE DIRECTOR, 
MISSISSIPPI DEVELOPMENT AUTHORITY 

Mr. Swoope. Thank you. Good afternoon and thank you for the 
opportunity to come before you today. First of all, I will say thank 
you for your support, your funding and, most of all, your prayers 
for helping Mississippi recover from the worst natural disaster to 
hit the United States. I am Gray Swoope with the Mississippi De- 
velopment Authority, and as you are aware, Mississippi has been 
allocated $5.48 billion in CDBG funding for disaster recovery. 

Today, I want to give you an update on where the money is being 
spent. 30,000 in 41 owner-occupied homes received flood surge 
damage. 19,787 homes located outside of the 100-year flood plain 
received flood damage. 2,939 of those were uninsured. 10,254 
homes located inside the 100-year flood plain received flood surge 
damage, 4,916 did not have flood insurance. Working with our Fed- 
eral partners, local governments, and the private sector, the State 
of Mississippi is pursuing a comprehensive approach to rebuilding 
in the south of Mississippi. HUD approved $3,423 billion for the 
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Mississippi Homeowners Assistance Program Action Plan on April 
1, 2006. The release of funds was approved by HUD on July 10, 
2006, just over 6 months ago. The purpose of this program was to 
provide a one-time grant payment up to a maximum of $150,000 
to eligible homeowners who have suffered flood surge damage to 
the primary residences on August 29 from Hurricane Katrina. Eli- 
gible homeowners are those who owned and occupied their home on 
August 29, 2005, maintained homeowners insurance on the prop- 
erty, received flood surge damage, and lived in homes located out- 
side the 100-year flood plain in six Hancock, Harrison, Jackson, or 
Pearl River Counties along the Mississippi coast. To secure the 
grant, the homeowner agreed to place a covenant on the property, 
which provided that the rebuild and repair would be in accordance 
with applicable codes and local ordinance, that during rebuilding 
the home would be elevated in accordance with FEMA advisory 
flood elevations, and that the homeowner would attain and main- 
tain flood insurance on the property. 

MDA opened three service centers on the Mississippi Gulf Coast 
on April 17, 2006. Between April 17, 2006, and May 31, 2006, 
15,850 applications were taken. To date, 17,654 Phase I home- 
owners applications have been received through these service cen- 
ters. 84 percent of these applicants have indicated they would re- 
pair or rebuild. Of the applications taken, 3,447 have been deemed 
ineligible but will be considered during the second phase of the 
Homeowners Assistance Program. Currently 13,538 applicants 
have been notified that they are eligible to receive a grant and 
12,142 of those have completed their grant closing. As of Friday, 
February 2nd, that was last Friday, 10,247 applicants have been 
paid a total of $681,456,302. That is 72 percent of the potentially 
eligible applicants for the initial Homeowners Assistance Program 
have been issued checks. And again I emphasize that is a little 
over 6 months since HUD released those funds. This also means 
that 10,247 properties located on the Mississippi Gulf Coast now 
have covenants attached providing for repair, rebuild, and accord- 
ance with applicable codes and ordinances that the homeowners 
have agreed to and will maintain flood insurance. 

On December 19, 2006, HUD approved a modification to the 
Homeowners Assistance Program to redirect $700 million of the 
original $3 billion initially allocated to homeowners assistance 
grants to the Phase II program. The purpose of the Phase II pro- 

? ram is to provide compensation grants up to a maximum of 
100,000 to homeowners who suffered flood surge, damage to their 
primary residents as of August 29, 2005. Phase II eligible home- 
owners are those who owned and occupied their home on August 
29th, received flood surge damage, have a household income at or 
below 120 percent of the area median income, and whose home was 
located in Hancock, Harrison, Jackson, or Pearl River Counties. 
MDA began registration for the Phase II Homeowners Program in 
July 2006. There have been 7,011 registrations received as of Feb- 
ruary 2nd of this year. In addition, 3,447 applicants deemed ineli- 
gible for Phase I will be considered in the Phase II program. A sig- 
nificant component of this program will be financial counseling for 
those homeowners to assist with their recovery plans. Applicants in 
both phases of the Homeowners Program may be eligible for a sep- 
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arate grant of up to $30,000 to defray the cost of elevating their 
homes out of potential danger areas. 

To encourage homeownership, Governor Barbour has allocated 
$157 million in tax exempt private activity bond authority to the 
Mississippi Home Corporation to issue mortgage revenue bonds. 
Through the sale of these bonds, the Mississippi Home Corporation 
is able to reduce homeownership costs by offering below market in- 
terest rates and assistance, with closing costs equal to 3 percent of 
the mortgage amount. With this authority, more than 2,700 fami- 
lies statewide have received assistance since Katrina, with 400 of 
those being on the coast. These bonds are not general obligations 
of the State. Rather, they are repaid as homeowners pay their 
mortgages. Governor Barbour will continue to allocate additional 
tax exempt private activity bond authority to the mortgage revenue 
bond program to help more families achieve their dream of home- 
ownership. 

Hurricane Katrina destroyed or severely damaged 8,600 rental 
units in Mississippi, 95 percent of which were located in Hancock, 
Harrison, and Jackson Counties. The Gulf Opportunities Zone Act 
authorizes the Mississippi Home Corporation to allocate approxi- 
mately $35 million annually in low-income housing tax credits in 
2006, 2007, and 2008. The Mississippi Home Corporation awards 
these Federal tax credits based on a competitive scoring process, 
conducted according to the qualified allocation plan approved by 
the Governor. 

In August 2006, the Home Corp awarded over $10 million of the 
tax credits that will facilitate the construction of over 1,000 units. 

I will skip on here quickly. 

The other factor on housing that you need to be aware of, in ad- 
dition to the home tax credit, HUD has approved the action plan 
to amend the needs for public housing. The purpose of the amend- 
ment was to provide funding in the amount of up to $100 million 
to the five housing authorities that suffered damage to their fami- 
lies on August 29th. There were 2,695 rental units pre-storm. Of 
that, only 2,534 were damaged. Grant allocations have been made 
based on the percentage of the individual Housing Authority dollar 
damage to the five housing authorities. That program is now await- 
ing final application approval pending environmental assessments. 

This are other factors that are considered with the business cli- 
mate — we can talk more about that in a minute — such as insurance 
mitigation, ratepayer mitigation, and other ways that we have used 
the money. 

The Chairman. Thank you. 

[The prepared statement of Mr. Swoope can be found on page 
374 of the appendix.] 

The Chairman. Secretary Bernardi, the President, on September 
15th, went to Jackson Square and in his major speech talked about 
his Urban Homesteading Act. He said that under this approach, we 
will identify property in the region owned by the Federal Govern- 
ment, provide sites to low-income citizens free of charge, etc. That 
was the major housing piece. 

What have been the results so far under the Urban Home- 
steading Act that the President announced? Some of us were skep- 
tical at the time. 
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Mr. Bernard:. At the Federal Housing Administration, we have 
recognized a significant number of properties throughout the Gulf 
Coast that were obviously damaged due to the hurricanes. We have 
rehabilitated those properties, and we are offering them at a dis- 
count to individuals who have been affected by the storm. 

The Chairman. How many have been put into the hands of 
homeowners? 

Mr. Bernard:. I believe there are a few thousand that have 
been, but I will get you the exact number. 

The Chairman. A few thousand? 

Mr. Bernard:. We didn’t have that many to start with, sir. 

The Chairman. We had asked you, hadn’t we — we had asked for 
that information. I am sorry to disappoint you, not to have it, but 
I would think, this being a major program that the President an- 
nounced, you could give us some figures. This isn’t a trick question. 
That was the President’s major program. You can’t tell us how 
much — somebody may be able to tell you. 

Mr. Bernard:. The fact of the matter is that the homesteading 
program can deal with raw land or it can deal with housing. As I 
mentioned, there is properties that HUD owns throughout the Gulf 
Coast area. 

The Chairman. How many homes have resulted from this pro- 
gram? 

Mr. Bernard:. I will get you that. 

The Chairman. Mr. Bernard!, frankly, that is very disappointing. 
This is a year-and-a-half after the President made a major speech, 
it is his major piece, and you can’t tell me what, if anything, has 
been done. I think, frankly, that it is partly because very little has 
been done. 

Let me ask you, we have heard a couple of specific proposals 
from the members and from the representatives, one is that we for- 
give the matching requirement in the CDBG. What is HUD’s posi- 
tion on that specific request? 

Mr. Bernard:. HUD’s position is that you can use the HUD 
funding to meet the match. 

The Chairman. That reduces the HUD funding. They proposed 
abolishing the match. What is HUD’s position on not requiring the 
match in this case, which they say is an unusual thing? 

Mr. Bernard:. It isn’t the HUD match. It is the Stafford Act. 

The Chairman. I understand that, sir, but we are the Congress, 
and I can vote on it. I am soliciting HUD’s opinion as to whether 
or not we should do away with that matching requirement as a 
matter of public policy. 

Mr. Bernard:. As you indicated, that reduces, obviously, their 
CDBG dollars to use in other areas. 

The Chairman. Thank you for restating the obvious, Mr. 
Bernard!. 

Mr. Bernard:. The position would be, obviously, whatever is in 
the best interest of the redevelopment of the areas. 

The Chairman. Mr. Bernard!, please, let’s not dance around. It 
is a simple question. We have asked for specifics. Does HUD sup- 
port the specific proposal that we got from some of the members 
and others from the area that we rescind the requirement for the 
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match on the CDBG program? What is HUD’s position on that 
matter of public policy? 

Mr. Bernardi. There is no match on the CDBG program, Con- 
gressman. That is not a HUD initiative. We don’t require a match. 
You can use the CDBG dollars for the match. 

The Chairman. I am not blaming HUD for the fact that it was 
in there. What is your position on whether or not — 

Mr. Bernard:. I would think it would be the position of the Ad- 
ministration. 

The Chairman. What is the position of the Administration? 

Mr. Bernard:. You can talk to others who impose the match. 

The Chairman. What was that again? 

Mr. Bernard:. The Stafford Act, where the match comes from, 
is where you would have to correct the situation. 

The Chairman. Are you in favor or changing it or not? 

Mr. Bernard:. I am in favor of anything that will help. The an- 
swer is yes. 

The Chairman. You are in favor of abolishing the match require- 
ment in this situation. 

Mr. Bernard:. I would think, if abolishing the match indeed 
helps the areas — but, on the other hand, as you know, Mr. Chair- 
man, we would like to have, obviously, the local communities par- 
ticipate in the process with other resources. 

The Chairman. I understand that, Mr. Bernardi, but I am still 
trying to get an answer to the question. Should we abolish the 
matching requirement or should we not? What is HUD’s advice on 
that subject? 

Mr. Bernard:. HUD’s advice is to do what is in the best interest 
of the people that everyone is trying to serve. 

The Chairman. That is “bureaucratese.” So I can’t get an answer 
on that one. 

What about extending the tax credits? That shouldn’t be hard. 
Are you in favor of extending the tax credit? 

Mr. Bernard:. Absolutely. 

The Chairman. Thank you. What was the “if?” 

Mr. Bernard:. The answer is yes, absolutely. 

The Chairman. I thought you had an “if” I was worried about 
the “if.” 

Mr. Bernard:. What are we, one for two now? We are doing well. 

The Chairman. One for two in getting an answer, not necessarily 
the right answer. 

Let me ask you, in your closing comments, as I read them — I had 
to go outside for a bit — you say, even after housing is rebuilt, there 
will be far less affordable housing stock now than before the 
storm — talking about New Orleans now. There needs to be a long- 
term housing solution for them. 

And here is the conclusion that we get from the Department that 
is in charge of this: The path ahead is daunting. The States are on 
the right path to addressing their challenges. It is a path that is 
going to take longer than we want. 

I am not satisfied at that being the response of the Federal Gov- 
ernment. You acknowledge that there is going to be far less afford- 
able housing after the storm than before. You talk about some rent- 
al things. What is HUD’s proposal for actually making up this def- 
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icit? Do you have any plans for building housing, creating more af- 
fordable housing than we would otherwise have so that we won’t 
face what you acknowledge would be far less than before? What is 
HUD’s view about increasing the stock of affordable housing? 

Mr. Bernardi. With the CDBG program and the moneys that 
are available to the respective States, they have plenty of action 
plans that we have moved on expeditiously and that address af- 
fordable housing as well as, obviously, business redevelopment, and 
infrastructure. 

The Chairman. I am talking about housing now. I can only talk 
about one thing at a time. 

I did hear that less than half of the units were going to be re- 
placed, 82,000 lost, 30 some odd thousand replaced. Does HUD be- 
lieve we should do something to make up that gap, less than half 
the affordable units being replaced with the use of the CDBG 
funds? 

Mr. Bernard:. Exactly. The CDBG funds — 

The Chairman. The CDBG funds, according to Mr. Leger, are 
going to replace less than half of the housing, which will replace 
less than half of the units lost, 30 some odd thousand out of 80 
some odd thousand. Does HUD have any plans for replacing more 
of those units other than the CDBG program which are going to 
replace less than half? 

Mr. Bernard:. Those units — those affordable housing units are 
coming back on line. 

The Chairman. Mr. Bernardi, please, let’s not play games. I un- 
derstand they are coming back on line. There will be 30,000 of 
them, where there had been 80,000. So the question is, what do we 
do about that shortfall of about 50,000 less affordable units than 
before? The CDBG, yes, 30 some odd thousand. There were 80,000 
destroyed. What about the other 50,000? 

Mr. Bernard:. There will be a need for additional resources. 

The Chairman. Does HUD have any plans for providing those? 

Mr. Bernard:. We don’t have the resources in our budget, no. 

The Chairman. The last question, in the bill that we had voted 
on last year that I hope we will vote on again soon increasing the 
regulation of Fannie Mae and Freddie Mac, we have a proposal 
that would result in about $500 million being available, not in the 
Federal budget, not out of HUD’s budget for affordable housing on- 
going, but we have agreed at the initiation of Mr. Baker and others 
to put that all in the Gulf in the first year. Does HUD support a 
fund of about $500 million, assuming we can agree on how it is dis- 
tributed, to help make up that defect? That would be $500 million 
not on the budget, not out of your allocation, to increase the stock 
of affordable housing and reduce that 50,000 drop. Does HUD sup- 
port that? 

Mr. Bernard:. Mr. Chairman, I have read your proposal and 
how you prepare to do that with Fannie Mae and Freddie Mac. If 
you can get the resources, we will do the job. 

The Chairman. Mr. Bernardi, why don’t you answer questions? 
I don’t understand why you play games. You are telling me if we 
tell you to do something, you will do it. I am asking you, as a mat- 
ter of public policy, does HUD support putting the bill through in 
a way that makes that $500 million or so available for affordable 



56 


housing in the Gulf — does HUD support that as a matter of public 
policy? 

Mr. Bernardi. When you get it through, then, obviously, we will 
do what we need to do. You are asking me to make policy. I don’t 
make policy. 

The Chairman. You are the Deputy Secretary of HUD, and I am 
asking you to make housing policy, and you act like I am asking 
you to do something improper. If you don’t make housing policy 
and the Secretary wouldn’t come, who does in this Administration? 

Mr. Bernardi. The fact of the matter is that you dispose. If you 
go ahead and you can get that through the Congress, then we will 
do it. 

The Chairman. I am sorry, that is disingenuous. HUD often 
comes up and makes recommendations. The notion that it is some- 
how inappropriate to ask the Department of Housing and Urban 
Development its opinion as a matter of public policy on an impor- 
tant question — ^you have acknowledged that we are going to have, 
even after the CDBG funds are spent, a shortfall in affordable 
housing. I am asking HUD’s opinion. You are here as a representa- 
tive of HUD. 

Mr. Bernardi. My opinion is yes. If you have the funding for us, 
we will do it. 

The Chairman. Mr. Bernardi, please don’t play that game. If we 
tell you to do it, you will do it. That is not the question I am asking 
you. As you well know, as a matter of policy HUD makes rec- 
ommendations to policy all the time. Are you telling me HUD is 
not, for the rest of the years that the Administration is here, going 
to make any recommendations about what policy ought to be? 

Mr. Bernardi. To bring back affordable housing, we are in favor 
of using the resources. 

The Chairman. So you would be in favor of including that provi- 
sion for the $500 million? 

Mr. Bernardi. Yes. 

The Chairman. Thank you. 

Mr. Bernardi. Hopefully, we will have it. 

Mr. Baker. I thank the chairman. 

Mr. Garratt, I had a series of questions, but I am going to stipu- 
late those in writing for a response later. They will include a com- 
parative analysis of FEMA’s administrative overhead charge cer- 
tainly in excess of 20 percent in one quarter, 24.9, as contrasted 
with the State of Louisiana’s administrative costs for disposition of 
CDBG grants in the amount of 1.5 percent. I find it very troubling 
that the administrative cost would be so excessive in the adminis- 
tration of public dollars in the face of an emergency response. 

Also, I would like to have a better explanation of FEMA’s 
planned deployment practices going forward for future disasters of 
this magnitude. It was, in fact, an observation that many FEMA 
employees, consultants, and contracting parties did displace evac- 
uees from rental facilities and rental property in order for them to 
acquire a platform from which to work, as opposed to placing them 
in the trailers, which gets me into a question concerning trailer de- 
ployment. 

I am not so much concerned about the Hope matter. I think that 
is hopeless. I am now concerned about an article appearing in a 



57 


weekend paper talking about the need for additional handicapped 
disabled trailers when we have 4- to 5,000 vacant, not utilized, in 
storage, and we are ordering additional trailers which are outright 
designed for disabled and handicapped, while modifications to the 
quite large inventory in Hope could be done for about $1,000 a 
unit, saving taxpayers considerable dollars. 

Lastly, I will have a question concerning the Katrina cottage al- 
location, the most recent sort of discussion in the news, and how 
it was possible, given the scope of need represented for permanent 
housing response, that we found the Mississippi allocation to be so 
disproportionately large to the Louisiana settlement. 

I will get those to you in writing. 

Mr. Leger, I wanted to hit the quick high ground as best I can 
in the time available. Knowing that the Road Home is not a com- 
munity restoration program but a housing recovery program aimed 
at individuals to help them make personal decisions about how to 
go forward, as I understand the technical circumstance we have 
had 506 closings, averaging $62,000, for a total of $31 million, but 
I do note on page 6 of your testimony that you have 30,000 offer 
letters out in some stage of consideration which represent a total 
of $2.49 billion, with an average award, if accepted, close to 
$80,000. 

My point is, even if that is the accurate summation of our cur- 
rent condition and every applicant accepts the offer tendered, we 
still have $5 billion in the bank right now awaiting future action 
or disposition. 

My first question is, has anyone actually received a check of 
$150,000 from the program yet? 

Mr. Leger. I am not sure who has received exactly what. I know 
that people have been awarded $150,000. I suspect among those 
500 who have actually gotten their disbursals there may be some 
who have gotten $150,000. 

Mr. Baker. It would be great if you could help us to better un- 
derstand the operative nature of the deployment of these resources, 
if you could provide to the committee some outline, without, obvi- 
ously, personal information but just characterizations of classes of 
settlement and how they have been disposed over the most recent 
8 months. 

Has, to your knowledge, there been a decision made by the LRA 
or local government to preclude anybody from redeveloping or re- 
building in any area or has the general approach been if you want 
to rebuild, we will help you? 

Mr. Leger. Congressman Baker — and, again, thank you for your 
bill, which we all unanimously supported some time ago — the plan- 
ning process in New Orleans is just completing with recommenda- 
tions for patterns of redevelopment. 

In Saint Bernard Parish, where I co-chaired the Citizens Recov- 
ery Committee appointed by local government, a plan was devel- 
oped with recommendations with respect to green space and no re- 
development in certain neighborhoods about 10 months ago. Parish 
government unanimously supported that proposal and plan and are 
still working through the process of formally — 
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Mr. Baker. The chairman is going to press me here in a minute, 
but has any of the hazard mitigation money been used for buyouts 
of individual homes to preclude redevelopment? 

Mr. Leger. No, sir. It is my understanding — and that is one of 
the points I made very quickly — about $1.2 billion of hazard miti- 
gation money was directed to us to be used in this kind of deploy- 
ment. FEMA has yet to approve our use of those moneys in the 
Road Home program. So, no, sir. 

Mr. Baker. None of the hazard mitigation money has yet been 
contractually obligated. 

Mr. Leger. It was always the concept and plan that the money 
would be adjusted in an accounting methodology. 

Mr. Baker. Let me get to my specific point using your Parish of 
Saint Bernard. There have been 5,105 people, according to your 
data, elect to keep their homes, 4,534 elect to sell but stay in the 
State, and 459 elect to sell and leave. That means 4,993 people 
have elected to take a settlement and leave town, with 5,105 elect- 
ing to stay within the parish. 

It would seem extraordinarily evident to me that using hazard 
mitigation funds for that purpose and those buyouts would serve 
us well going forward to reduce future flooding exposure. Is that 
something the LRA supports? 

Mr. Leger. Absolutely. Congressman Baker, that has been the 
concept all along. There will be certain neighborhoods, one right 
near mine, part of mine, which 90, 95 percent of the people will 
choose not to return. 

Mr. Baker. I will follow up for a little more detailed question 
and explanation on that. 

I am also troubled that if you have half the parish sold out and 
can’t be used for commercial or any other governmental purpose, 
who is responsible for keeping it and what is the future of that 
going forward? As I understand the hazard mit rules, you can’t 
even put a baseball park on it. It is gone. If you have Jack 
O’Lantern sections of land isolated from commerce and the local 
government has no resources, it looks like we have a long-term 
problem going forward. 

Mr. Leger. Actually, Congressman, the short version of what is 
going to happen is, as properties are purchased by the State by a 
corporation created by the legislature, the local governments are 
notified of the densities of acquisitions and otherwise and the 
local — the property will eventually be passed to the local govern- 
ments for their planning concepts and for planning development. 

There will be some neighborhoods where one house or one lot is 
purchased, and those may be presented for — 

Mr. Baker. Let me summarize, because I know my time is lim- 
ited here, and I assume we have votes pending. 

There is great frustration, Mr. Leger, as you can understandably 
get from the hearing proceedings this morning. I think it is incum- 
bent on us to do a thorough examination. I am also told the LRA 
is getting near the conclusion of its work, that the administration 
of these remaining grant applications is probably about it. Most all 
of the money, at least from your perspective, has been in some form 
or fashion obligated for some purpose and that the resources are 
running out. 
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My opinion looking in is that we have extraordinary vast regions 
of desolation with — whether it is affordable housing, privately 
owned housing, commercial business enterprises, across the eco- 
nomic landscape, the recovery, it is a great chasm between expecta- 
tion and reality, and we are going to have to do something dif- 
ferently. 

The Chairman. The gentlewoman from California. After the gen- 
tlewoman from California, we will break for votes. 

Ms. Waters. Thank you, very much. 

Mr. Chairman, I would like to try and deal with several aspects 
of the Road Home program and the Mississippi Homeowners Grant 
program and, of course, public housing. Let me start with public 
housing. 

Mr. Bernardi, you talked about the state of affairs of public hous- 
ing and basically supported HUD’s decision to tear them down. C.J. 
Peete, 723 units; in 1997, 202 units were approved for demolition. 
What happened? Why wasn’t it done? 

Mr. Bernardi. It was slated for demolition in what year again? 

Ms. Waters. 1997. What happened to the 202 units that were 
approved for demolition back in 1997? 

Mr. Bernardi. As you know, the history of the Housing Author- 
ity, the situation required us to take it into receivership in 2001. 

Ms. Waters. I know. Who does the approval? 

Mr. Bernardi. The approval of the demolition? 

Ms. Waters. The approval of any housing units that are sched- 
uled for demolition. Does HUD do that? Once you do it, what is 
your responsibility for oversight and follow-up? Why didn’t it get 
done? 

Mr. Bernardi. The responsibility is to try to run — keep the units 
occupied as long as you possibly can, to repair them when you can. 

Ms. Waters. Since 1997, you had approval. 

Let’s go on to B.W. Cooper. 352 units were approved in 2003. 
Why didn’t those get done? 

Mr. Bernardi. Pre-Katrina they were all slated to be taken 
down. 

Ms. Waters. Since 2003 — first, 1997, 1996 in Saint Bernard, you 
had 45 units approved. Why didn’t you do that? 

Mr. Bernardi. They were all slated for demolition. 

Ms. Waters. What it says to us is that if you wanted to do demo- 
lition, if you wanted to do new development — you have given the 
approval to HANO to do this. Nothing happened. And now you are 
telling us that not only do you want to demolish those units but 
you want to do them all. You are telling people you can do all of 
this and they can be back in their places in 5 to 6 years. Why 
would anybody believe that this could be done? 

Mr. Bernardi. The situation — as I mentioned earlier, pre- 
Katrina there were 7,000 units in the New Orleans Housing Au- 
thority; 2000 of those were vacant. They were vacant because they 
were uninhabitable. 

Ms. Waters. They were vacant because they were uninhabitable 
because the maintenance and care of the units was not done by the 
Housing Authority, and HUD didn’t do oversight, didn’t enforce it. 
You boarded them up, and you reduced the number of units that 
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were available to poor people. They were boarded up, and poor peo- 
ple — you had a waiting list. 

What is HUD’s responsibility when you have a waiting list? You 
have boarded-up units, and you have permission to demolish and 
to redevelop. What are we to think? Are we to trust you to talk 
about redeveloping housing and giving us one-on-one replacement 
and getting people back into their units? 

Mr. Bernardi. I know you have been on the site. Madam Chair- 
woman, yourself, and you have seen those units. They are in very, 
very difficult condition. 

Ms. Waters. They are. 

Mr. Bernardi. The proposal is to take those four complexes, 
those 3,900 units, to take them down to make a mixed community 
out of that. 

Ms. Waters. What are you going to do with the people who are 
waiting to come home in Dallas and Houston? 

Mr. Bernard:. Right now, there are 1,150 people who have been 
placed back into public housing. 

Ms. Waters. 'Vidiat are you going to do with the people who want 
to come back right now? 

Mr. Bernardi. We are right now contacting folks wherever they 
are located. We made 800 calls and contacted 200 people. It is very 
difficult to get ahold of many of the individuals. 150 — 

Ms. Waters. Do they know they have transportation costs? 
Many of them left. All of their furnishings are still in those units 
just as they were when they were evacuated. They have nothing. 
What are they supposed to do? They are waiting to hear from you. 
You have money for transportation. You have units, and money to 
replace the household items and goods that were lost. You have all 
this down and you are ready to do it, is that right? 

Mr. Bernard:. They have a disaster voucher which they are uti- 
lizing right now. No one is without shelter. We are trying to bring 
them back. 

Here is the response we are getting from many of them: We will 
talk to you in 60 days, maybe 120 days. Some don’t want to come 
back. 

The fact of the matter is, outside of those four complexes and 
even in one of those we are repairing units as we speak. 1,150 have 
come back, we have another 4- or 500 who are in the process and 
they should be back any time. And when we complete the demoli- 
tion of these four complexes we will be adding not only 3,000 public 
housing units but 800 affordable units and also some individual 
housing within those complexes. We need to make that — 

Ms. Waters. I know about the plan, but there is a philosophical 
disagreement here, and it is this: If you have habitable units that 
could be repaired in a cost-effective way, and people who want to 
return to them, why should they be demolished? 

Mr. Bernard:. The inspections were done by the real estate and 
assessment section and they were deemed uninhabitable. I have 
heard other speakers here, folks indicate the only damage was on 
the first floor. The second and third floors are okay. Quite honestly, 
from a personal perspective and from also a policy perspective, we 
don’t want to put anyone in harm’s way. What kind of health con- 
cerns are there? What kind of safety concerns are there? 
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Ms. Waters. There have been other assessments that have been 
done that talk about a cost-effective way to take some of those 
units at the first floor level that have minimal damage, clean them 
up, deal with mold or whatever problems that you have, and some 
of the units above that were not damaged, that they can be re- 
placed, they can be repaired. 

Mr. Bernardi. I would respectfully say that is a stop-gap meas- 
ure. What we would like to do here is everyone has a voucher they 
are utilizing. If we get the go-ahead to rebuild, they will have a 
tenant protection voucher that will take them to the day when they 
open and they will have — 

Ms. Waters. Why don’t you just take the units that you have 
been approved of for all of these years and show us that you can 
do those. Let the people come back to all of the other units that 
we perhaps will not agree with you on demolishing and maybe take 
one like Lafitte, where you have enterprise with the demonstration 
project with all of the social services not only for Lafitte but for the 
entire community and see if that model can provide extended sup- 
port and services just for Lafitte, the units that you already ap- 
proved? Everything else gets rehabbed. 

Mr. Bernardi. Madam Chairwoman, as you know, you have met 
with Secretary Jackson, we are willing to listen and go over any 
ideas and proposals that you have. 

The Chairman. We have to go vote. I would ask that we get an- 
swers to these questions in writing. I think these are very impor- 
tant questions. I know other members will have questions, but we 
really are going to need some answers in writing to the very spe- 
cific questions the gentlewoman was asking. 

We will now break to vote. 

[Recess] 

The Chairman. The hearing will reconvene. There will be no fur- 
ther votes today, so we will be able to proceed without further 
interruption. 

The Chair now recognizes the ranking member of the Housing 
Subcommittee, the gentlewoman from Illinois, Mrs. Biggert. 

I am sorry. We don’t have everybody back yet. The gentlewoman 
will suspend. 

Mr. Watt. Mr. Chairman, I am told there was a heated discus- 
sion in our absence. Maybe the residents of the Gulf chased the 
HUD representative away. 

The Chairman. I trust that was not the case. 

Mr. Watt. He is missing in action. 

The Chairman. We should remind the participants that rudeness 
towards witnesses is the prerogative of Members of Congress. 

Mr. Watt. I am joking, of course. 

The Chairman. We will wait. 

Mr. Watt. If he didn’t answer questions any better for them than 
he answers them for the committee, maybe we will get better an- 
swers if he is not here, Mr. Chairman. 

The Chairman. I appreciate the witnesses having spent a long 
time here. I know they were supposed to be up earlier, and so I 
appreciate them bearing with us, and I realize we didn’t give a lot 
of notice. 

The hearing will now resume with the gentlewoman from Illinois. 
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Mrs. Biggert. Thank you, Mr. Chairman. 

Secretary Bernardi, in your statement, on page 2, you say that 
HUD has and will continue its role in offering guidance and assur- 
ance and assure compliance with the law, including the prevention 
of waste, fraud, and abuse. Could you elaborate a little bit on that, 
particularly in light of the AP story that talks about — and I would 
like to know how you connect with FEMA and HUD. FEMA has 
asked for 300 some thousand dollars back from those in housing 
where it has been shown that they received money that they were 
not entitled to, with fraud involved. 

Mr. Bernard:. When it comes to the monitoring of the resources, 
we have conducted monitoring in Mississippi and we are beginning 
monitoring in Louisiana. I think it was said earlier that just a little 
over a billion dollars has been actually spent, with almost a billion 
dollars in Mississippi and about a hundred some odd million dol- 
lars in Louisiana. 

We monitor for oversight and compliance to the applicable Fed- 
eral statutory and regulatory requirements, and we also include 
the oversight for waste, fraud, and abuse. We have people not only 
at headquarters but people in the respective Federal offices in New 
Orleans and in Mississippi, and whenever the action plan is ap- 
proved and the money is being expended, we make sure that each 
entity abides by the regulations and rules that they have. 

For example, I think the States have opted when it comes to pro- 
curement that they would follow, instead of the Federal guidelines, 
the State guidelines. So we just monitor to make sure the money 
goes to the people it is intended to and is spent for those purposes. 

Mrs. Biggert. And then how do you work with FEMA? 

Mr. Bernard:. We work very well with FEMA. I am not really 
familiar with the $300 million. Is that what you mentioned? 

Mrs. Biggert. Well, I will now go to Mr. Garratt. 

The article in the paper, the AP story this morning, that you 
want $300 million in Katrina aid back, are you aware of the article 
that — 

Mr. Garratt. Yes, ma’am, I am. 

Mrs. Biggert. Could you comment on that? 

Mr. Garratt. Certainly. As a standard part of any disaster, an 
unfortunate but standard part of any disaster, we inevitably need 
to recoup money that was provided improperly for a host of reasons 
to individuals who were not eligible for that assistance. That is the 
case here as well. 

In this particular case, it was complicated or the amount of 
recoupment that we are going to have to end up doing was com- 
plicated by the circumstances of the event, both the scale of the 
event and by the fact that we implemented expedited assistance at 
the beginning of that event. We have identified just shy of $350 
million that we expect to recoup. 

Mrs. Biggert. I suppose you couldn’t say that this was much 
more major, because this has been a major disaster that has oc- 
curred, but do you work with local authorities? Have you worked 
with HUD on this? 

Mr. Garratt. We don’t typically work with HUD as part of the 
recoupment effort. That is done by our own disaster finance folks 
in conjunction with the Department of Treasury. 
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Mrs. Biggert. Why would you think you have the recoup, other 
than the fact that it was checked out before the money was given? 

Mr. Garratt. Again, back to the circumstance of this particular 
event, we implemented expedited assistance very early on into this, 
and expedited assistance, by its very nature, means that we are ex- 
pediting assistance without going through the normal checks and 
balances and controls that we typically go through when we issue 
assistance. 

Those typical checks and balances include sending an inspector 
out to someone’s house and that inspector then verifies the dam- 
age, reports the damage that the individual is eligible for, ensures 
that the individual is, in fact, the homeowner, and then issues as- 
sistance. We have that. That exists in a normal disaster environ- 
ment. 

When we expedite it, we do that in advance of doing inspections. 
So we are basically taking the word of the individual who is calling 
up that they are who they say they are and they need the money 
that they say they need, and we issue that money. We then will 
go back at the end of that process and begin validating those pay- 
ments. We do not want to validate them at the front end or we did 
not want to validate them at the front end and slow down getting 
assistance to victims who urgently needed it. 

Since then, we have put protocols in place that now enable us to 
do identity verifications on all disaster applicants when they either 
call us or when they register online. Last year, we only had the 
ability to do that for individuals who registered online. We were 
setting up the ability to be able to do that for individuals who 
called us, but it wasn’t ready to go yet. That is ready now, so we 
can now do identity verification. So in the future if we are faced 
with an expedited assistance situation, you will not see this level 
of recoupment activity. 

Mrs. Biggert. Have you ever considered working with regional 
coalitions, preparedness coalitions? In Chicago, there is a financial 
preparedness coalition called Chicago First. 

Mr. Garratt. I am not personally familiar with Chicago First, 
ma’am. I cannot authoritatively say that FEMA or parts of FEMA 
are not working with Chicago First or potentially parts of DHS pre- 
paredness are not working with Chicago First, but I can’t confirm 
that. 

Mrs. Biggert. Thank you. I yield back. 

The Chairman. I thank the gentlewoman. 

The gentlemen from North Carolina, the Chair of the Oversight 
Subcommittee, which will be holding a hearing on the insurance 
aspects of this in a couple of weeks. 

The gentleman from North Carolina. 

Mr. Watt. Thank you, Mr. Chairman. 

Mr. Leger, at one point, in response to a question of one of the 
members — I can’t remember who — you said that none of the Road 
Home funds had been disbursed, is that correct? 

Mr. Leger. Oh, no, sir. Actually, we have obligated and made of- 
fers — I say “we”, the State of Louisiana — to 30,000 homeowners to- 
taling $2.49 billion. Five hundred grants or so this week have actu- 
ally been disbursed. 
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Mr. Watt. What was it that you were saying that FEMA was 
holding up? I am trying to get that. I thought that was Road Home. 
Was it something else? 

Mr. Leger. There are several issues with FEMA, hut particularly 
with respect to Road Home. The budgetary process involved our 
use of $6.3 hillion of CDBG moneys, another $1.1-, $1.2 hillion in 
hazard mitigation funds through FEMA, Stafford Act funds. How- 
ever, FEMA has yet to — either heen unwilling or unahle to approve 
the use of those hazard mitigation funds to assist us in the Road 
Home program. 

Don’t misunderstand, though, sir. That is not slowing up the 
process at this point. But until those funds are allocated and ap- 
proved — or rather approved hy FEMA for us to use in the Road 
Home program, the financial viability of the program is severely at 
stake. 

We didn’t ask to do that. In the negotiations with the White 
House, we asked for a lot more. We got a disproportionate alloca- 
tion of assistance in December of 2005 capped at 54 percent, and 
we got $6.2 billion. We were told by the White House, use $1.2 bil- 
lion of hazard money. 

Mr. Watt. I am trying to deal with what has been authorized. 

Mr. Garratt, what do you say in response to Mr. Leger on this 
issue? 

Mr. Garratt. Mr. Leger is entirely accurate, sir. 

Mr. Watt. What is the hold-up? 

Mr. Garratt. The issue — and we are working with LRA to try 
and resolve this issue — is a legal issue. 

Mr. Watt. What is the issue? 

Mr. Garratt. Under HMGP, the funding has to be distributed 
impartially and equitably, and that is — FEMA believes that the 
protocols that they have in place to distribute that money and some 
of the restrictions that they have in place call into question both 
the impartiality and equitably as well as potentially raise issues of 
discrimination. Until we can resolve those issues — 

Mr. Watt. How long has this money been authorized for this 
purpose? 

Mr. Garratt. Well, sir, we were — 

Mr. Leger. Seven, eight months. 

Mr. Watt. This is not a trick question. I am just trying to figure 
out how it takes 7 months to resolve something that — I mean, you 
have people sitting there waiting on this to happen. Why does it 
take 7 months to resolve what is characterized as a legal issue? 

Mr. Leger. We have been asking for 7 months to help resolve 
this issue. HUD has no problem in using CDBG moneys with these 
issues. We have made an exception to help senior citizens get addi- 
tional funding in the program. There seems to be some obstacle 
there. 

Mr. Watt. How close are you to resolving this issue so that this 
money could be released, Mr. Garratt? 

Mr. Garrett. My understanding is we are not necessarily par- 
ticularly close to resolving this issue, sir. 

Mr. Watt. So FEMA and the local authorities and HUD have 
three different positions on this issue, is that what I am hearing, 
and it can’t be resolved? 
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Mr. Leger. It seems like there are two positions. 

Mr. Watt. HUD and the local authorities on one side and FEMA 
on the other side, and you can’t resolve it and not even close to it. 
It has been 6 months, and you are telling me you are not even close 
to resolving it. Is that what I am hearing? Is that correct, Mr. 
Garratt? 

Mr. Garratt. I would say we have issues that we have yet to 
resolve and still need to resolve and have no assurances at this 
point that they will be resolved. 

The Chairman. Ever? 

Mr. Garrett. In the very near future, sir. 

Mr. Leger. We plead with this Congress for resolution. 

Mr. Watt. Mr. Bernardi, I am loolang here at a statement from 
the local Housing Authority which describes the damage at the C.J. 
Peete public housing project as minor flooding. I noticed that C.J. 
Peete is one of the public housing developments at the bottom of 
page 2 and the top of page 3 of your testimony which you indicate 
is in the process of being redeveloped to make way for a mixture 
of public housing, affordable rental housing, and single family 
homes. 

Two questions arise from that. Number one, why would you be 
redeveloping something, a public housing community that had only 
minor flooding as described by the local Housing Authority; and, 
number two, in the redevelopment plan, assuming that it makes 
sense to redevelop as opposed to renovating and restoring, have 
you proposed one-for-one replacement of the low-income housing 
units in that particular development? 

Mr. Bernard:. The four developments — 

Mr. Watt. I don’t want to know about the four developments. I 
asked you only about one development, Mr. Bernardi. 

Mr. Bernardi. We are looking to do one-for-one replacement 
with those four developments. 

Mr. Watt. I didn’t ask you about four developments, Mr. 
Bernardi. I asked you about the Peete public housing redevelop- 
ment that you are proposing. That is the only one I asked you 
about. 

Mr. Bernard:. The answer is yes. One-for-one redevelopment. 

Mr. Watt. This question — in your redevelopment plan, you pro- 
pose one-for-one redevelopment of the Peete public housing. Is that 
correct? 

Mr. Bernard:. That is correct. 

Mr. Watt. One-for-one replacement. 

Mr. Bernard:. That is correct. 

Mr. Watt. Why are you proposing to redevelop, as opposed to 
renovate, when there has been only minor damage? 

Mr. Bernard:. Well, the inspectors from the Real Estate Action 
Center inspected those properties and the decision was made — re- 
development was scheduled prior to the hurricane and a decision 
was made to redevelop not only Peete but the three other entities 
as well to create 3,900 — to create 3,000 new additional public hous- 
ing units. 

Mr. Watt. Thank you. 

The Chairman. I would not only thank the gentleman for yield- 
ing back, but the decision was made, and no one appears to have 
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made it. When decisions are made impersonally, there are often 
some questions. 

The gentleman from Alabama, the ranking member. 

Mr. Watt. Can I just thank the chairman for saving me from 
myself? 

The Chairman. The gentleman from North Carolina and his wife 
can both thank me for that. 

Mr. Bachus. Mr. — is it Leger? Can I call you Walter? 

Mr. Leger. You can call me Walter, yes, sir. 

Mr. Bachus. The Blanco Road Home program, that was — it will 
eventually make $7.5 billion available to property owners whose 
homes were damaged. 

Mr. Leger. That is correct. 

Mr. Bachus. There have been, I think, 100,000 applications for 
funding under the program. Can you tell me to date how many 
grants have been distributed out of that 100,000? 

Mr. Leger. Yes, sir. There have been offers and obligations of 
$2.49 billion, actual disbursements of 500 persons. There have been 
offers to 30,000 people, 30,000 accepted, 500 actual disbursements. 

But, if I may. Congressman, we had a late start. We were de- 
layed by the fact that we needed to seek additional funding to fully 
fund our program because of the disproportionate share we were 
given in December of 2005 relative to our needs. And the program 
has had — 

Mr. Bachus. You are talking about getting the program off the 
ground. 

Mr. Leger. To even be fully funded. 

Mr. Bachus. Now the first funding came in December after the 
hurricane. 

Mr. Leger. That is correct. 

Mr. Bachus. When were the first funds distributed? 

Mr. Leger. We were allocated about $6.25 billion; Mississippi 
was allocated $5.2 billion. We had to rapidly make a decision 
whether or not we would try to offer half of our people all of the 
benefits of the program or all of our people half of the benefits. Our 
legislature requires that it be approved by the legislature. They 
said, let’s wait. 

Mr. Bachus. The legislature? The Louisiana legislature? 

Mr. Leger. The Republicans and Democrats alike. 

Mr. Bachus. That is what I was wondering. It wasn’t a lack of 
Federal funding. 

Mr. Leger. It was a lack of Federal funding because we feel like 
we didn’t get funded proportionately enough in December. 

Mr. Bachus. But you had billions of dollars of funding that you 
didn’t turn loose in grants. 

Mr. Leger. We had billions obligated, but it was insufficient to 
meet our needs, and we thought it was most appropriate to attempt 
to get as much funding as we could get to meet the needs. 

Mr. Bachus. I understand you are seeking more funding, but 
there are hundreds of millions of dollars that you weren’t distrib- 
uting. 

Mr. Leger. That is right. As you may know, it takes time. What 
we were saddled with — and so was Mississippi — is what I call fed- 
eralism with strings. The money was appropriated — 
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Mr. Bachus. I understand. 

Mr. Leger. It was tied and red tape and strings back to Wash- 
ington. We were told, and we designed, and when the White House 
agreed to support an additional $4.2 billion, we immediately re- 
leased this full program. It took us until June to get funded. We 
could not move forward. Our legislature would not authorize us to 
move forward. We didn’t think it was good policy to move forward 
until we knew we had the money. 

Mr. Bachus. You resubmitted the program, is that right? 

Mr. Leger. That is a good point. We submitted the program, but 
because of HUD regulations, which would have required on CDBG 
money, which would have required us to do an environmental im- 
pact study on every single one of the 124,000 properties, which 
would have taken 3 to 6 months and been very expensive, we had 
to redesign the program into what has been called the compensa- 
tion program. 

Mr. Bachus. That wasn’t anything new. 

Mr. Leger. It was new to us, that we were going to have to do 
an environmental impact statement on 124,000 individual prop- 
erties. 

Mr. Bachus. To change that you had to have a Congressional fix, 
I think, right? 

Mr. Leger. No, actually, we didn’t get a Congressional fix. Jan 
Opra and others at HUD worked very closely with us to maneuver 
around the regulations that required the complications and ad- 
justed the program accordingly. That caused other difficulties. 

Mr. Bachus. How long did the inaction or whatever with the 
Louisiana legislature hold up funding? 

Mr. Leger. I don’t think there was any inaction by anybody. We 
were waiting to be funded. The legislature and in our meetings 
with the Black Caucus, the Rural Caucus, Republican Caucus, the 
idea was that it might be irresponsible for us to offer a program 
that wasn’t fully funded. Honestly, I think we also were concerned 
with that Congress — that if we started offering half of the money 
to people, they might — Congress might say, you guys have enough 
money. 

Mr. Bachus. Let me just — you received first funding in Decem- 
ber, and then in February, the President submitted the request to 
Congress for additional funding. 

Mr. Leger. Yes, sir. 

Mr. Bachus. It was for the amount — at the time, you said it was 
sufficient. 

Mr. Leger. No, sir. We asked for more. That was a negotiated 
amount. 

Mr. Bachus. But you didn’t move forward with what you had. 

Mr. Leger. Sir, we didn’t ask for more? 

Mr. Bachus. You didn’t spend the money you had. 

Mr. Leger. We are spending the money we have. 

Mr. Bachus. Now, but you didn’t then. 

Mr. Leger. We put everything in motion to spend the money 
that we were allocated. 

Mr. Bachus. When did the first moneys get to Louisiana? 
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Mr. Leger. The first moneys get to Louisiana? I understand 
most of the moneys are still here in Washington. That the moneys 
get to Louisiana after they are approved by the various programs. 

Mr. Bachus. It took HUD just a week or two to approve your 
second plan that you submitted. 

Mr. Leger. We were working with HUD for 6 or 7 months on 
this program. We unveiled the program on February 20 , 2006, 5 
days after the White House said they would support it. We put it 
out in the public domain, and, honestly, those months gave us some 
clarity. With all due respect to Mississippi — 

Mr. Bachus. I know you had mentioned that you are not getting 
as much as Mississippi, and there is a dispute over what you are 
getting. The money that got there was held up by State and local 
restraints. 

Mr. Leger. The money didn’t get there. It was in Washington 
until the programs are approved. We didn’t feel like and I still 
think it would be — in fact, I understand HUD would not approve 
a program that wasn’t funded. So until — we could have offered a 
half program, a program for only half of our people, or we could 
have offered a program for all the people for half the money. We 
thought that was unwise. 

Mr. Bachus. Let me ask you about this. This will be my last 
question. This is Governor Blanco on February 15th when $4.2 bil- 
lion — 

Mr. Leger. We were delighted. 

Mr. Bachus. You were delighted. It was a dark and almost 
frightful evening that evening in September in Jackson Square. It 
was a very quiet, eerie feeling in a place that had only known life 
and vitality until Katrina rolled through. But when the President 
of the United States stood there that night with lights beaming on 
him and I sat on a warm bench watching him commit to the Na- 
tion — and here is the key part — his making a commitment to Lou- 
isiana and the Gulf Coast region for its redevelopment, I sat there 
wondering and hoping this promise would become a reality. 

Today, I know that he is fully committed to helping our people, 
and so, on behalf of the people of Louisiana, I have to say a very 
special thank you. Mr. President, you are committed. We know you 
are there. We know you care. You sent us Don Powell, who we 
have come to know, to say that these numbers didn’t just come out 
of the sky, the $4.2 billion. They were carefully crafted, legitimate 
numbers analyzed after — analyst after analyst, evidence after evi- 
dence. We took it seriously. We didn’t just make up a number. We 
know that just doesn’t fly here in Washington. 

So she said it was sufficient. 

Mr. Leger. No, sir. What she said was that we were thrilled to 
get the additional $4.2 billion — and we were — and it was carefully 
crafted based on mathematics and estimates of loss. It wasn’t 
enough, but we were thrilled. Because that first allocation in De- 
cember of 2005, we are not sure what it was crafted on, but it cer- 
tainly wasn’t relative to proportion of damage. We had 4 times 
more damage than Mississippi, and we were capped at 54 percent 
of the allocation. That $4.2 billion was welcome, and an additional 
$1.2 billion was assured to us and, by the way, we are thankful. 
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Mr. Bachus. But you thought $4.2 billion was sufficient. I know 
you found out that Mississippi got a different amount. 

Mr. Leger. We already knew that. That is why we went after the 
additional $4.2 million. And we are thankful to the President and 
Don Powell and his office, but, again, that $1.2 billion of hazard 
mitigation money still has not been — and by the way, I correct my- 
self It was not 7 months ago. It was from February 20th that we 
announced we needed to use that $1.2 billion of hazard mitigation 
money, so it is 11 months. 

Mr. Bachus. Okay. Thank you. 

Mr. Leger. Thank you, sir. 

The Chairman. The gentleman from Texas, Mr. Green. 

Mr. Green. Thank you, Mr. Chairman. 

Mr. Chairman, if I may, I would like to talk for just a moment 
about Houston. In the 19th Congressional District, we have ap- 
proximately 20,000, I am told, survivors. And we have gone from 
deadline to extension to deadline to extension. 

My question, Mr. Garratt, sir, is: With the 130,000-plus persons 
approximately, households, has the assistance for them been ex- 
tended, Mr. Garratt? 

Mr. Garratt. Yes, sir. All of the evacuees in Houston who are 
eligible for assistance, rental assistance, and were receiving that at 
the end of the 18-month period will be extended — are for another 
6 months. 

Mr. Green. And have they been notified? 

Mr. Garratt. They have been. 

Mr. Green. And of those persons, there is a cap of $26,200. Has 
that cap been reached by some of the these persons? 

Mr. Garratt. It has been, sir. 

Mr. Green. Do you have some idea as to what percentage, 
please, sir? 

Mr. Garratt. It is a relatively low percentage at this point, sir. 
I do not have the exact percentage, but I can tell you that FEMA 
is continuing to assist those personnel through our direct assist- 
ance program. 

Mr. Green. We are talking now about the persons who have ex- 
ceeded the cap? 

Mr. Garratt. Yes, sir. 

Mr. Green. And is there some longer term housing solution 
available to these persons, sir? 

Mr. Garratt. After the extension? 

Mr. Green. Yes, sir. 

Mr. Garratt. Well, we are actually working on trying to craft 
just such a housing solution right now, and we are working with 
our partners in the Federal Government. We are working with our 
partners in the volunteer agency communities, and we have been 
working closely with Mayor White as well, to look at not only com- 
ing up with a long-term solution for that but improving our case 
management and making that more aggressive so that we can do 
better hands-on, door-to-door, face-to-face case management with 
those households and families who are finding it most difficult to 
make the transition from Federal assistance to self-sufficiency. 
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Mr. Green. In Houston, Mr. Garratt, sir, we, I think, performed 
fairly well. We entered into an agreement — and when I say “we,” 
I mean the City of Houston — with, I believe, FEMA. 

We entered into the agreement, we meaning the City of Houston, 
as a co-signer, if you will, of lease agreements with the under- 
standing that this arrangement would have a duration of about 1 
year. Shortly after entering into the agreement, there was an effort 
to set aside the agreement, if you will, and move from 403 to 408 
housing. In so doing, this would leave a lot of the Houston apart- 
ment owners with tenants that they did not vet because they as- 
sumed that, by entering into a 1-year lease, they would have the 
opportunity to cover themselves, and without that 1-year lease, 
they felt that they might not have the opportunity to recuperate 
the emoluments necessary by virtue of entering into their arrange- 
ment. 

So the question becomes: Why was there an effort after the 
agreement to diminish the time, the 1-year time frame? 

Mr. Garratt. You have characterized that quite accurately, sir. 

Immediately after Hurricane Katrina struck — I think it was on 
September 7th — we issued a disaster-specific guidance that author- 
ized 403 funding, which is public assistance funding, to be used to 
shelter individuals and place them in hotels, motels or apartments. 
Further, recognizing that it would be difficult to secure short-term 
leases, we authorized States to enter into up to 12-month leases, 
under 403 funding, with every intention of funding those apart- 
ments to the end of that 12-month period in those cities where they 
elected to do so. 

However, it was subsequently determined that our use of 403 au- 
thority for that period of time was not legal. We, therefore, had to 
come up with the best method of transitioning individuals into 
what was an eligible, longer term housing program. The only pro- 
gram available to us was under the 408 program for individuals 
and households assistance programs. That program, unlike the 403 
program, has eli^bility requirements. So, as a result of that, we 
had to — or those individuals, those households who were in apart- 
ments under 403 and were not meeting any eligibility requirements 
other than they were legitimate evacuees, now had to meet certain 
eligibility requirements. They had to be the owners — it had to be 
their primary residence. They had to be U.S. citizens. As to those 
individuals or households who did not meet that eligibility criteria, 
we ended their assistance under the 403 program. 

We began that process in February of 2006, and those individ- 
uals who remained eligible or were eligible under 408 were 
transitioned to that program, and many of them remain eligible 
and continue to receive assistance to this day. 

Mr. Green. Thank you, Mr. Chairman. 

The Chairman. I would like to ask one question. You said, Mr. 
Garratt, that it was determined that 403 use was illegal. Who de- 
termined it? 

Mr. Garratt. The General Counsel. 

The Chairman. Of your agency? Of FEMA? 

Mr. Garratt. [Nods in the affirmative] 

The Chairman. Nods do not make it into the record, Mr. Garratt. 
You must speak. 
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Mr. Garratt. It was a Department decision. 

The Chairman. It was the General Counsel of FEMA who made 
the ruling? 

Mr. Garratt. Officially, the General Counsel or Chief Counsel of 
FEMA made that decision. That is correct, sir. 

The Chairman. How long after FEMA had been running the pro- 
gram did FEMA decide that it was running it in an illegal fashion? 

Mr. Garratt. We implemented that program in September, and 
I believe that concerns were raised either in late November or De- 
cember. We worked through those concerns or tried to work 
through those concerns, were unsuccessful, and began trying to 
come up with a transition replacement solution for that. 

The Chairman. Okay. The gentleman from Texas. 

Mr. Green. Thank you for yielding, Mr. Chairman. 

Just one additional question, sir. With reference to the apart- 
ment owners, have you made any overtures with reference to mak- 
ing them whole for having to have their leases terminated early? 

Mr. Garratt. Well, what we agreed to do was honor the early 
termination requirements of any contract that we terminated. So, 
as a result, if an apartment owner had — if we had a 12-month 
lease with an apartment owner and the termination clause said 
that we had to pay them 30- or 60-days’ worth of rent as part of 
that termination, we did that. 

Mr. Green. And I applaud you for doing that, but many of these 
owners entered into the agreement assuming that it would be for 
1 year since they were dealing with the Federal Government, an 
honorable institution. And when it was terminated, the 3 months 
or the 1 month was not enough to compensate them for much of 
the damages that they suffered, and they are still complaining 
about this. 

Mr. Garratt. Noted, sir. 

The Chairman. The gentleman from New Jersey, I believe, is 
going to be next, Mr. Garrett. 

Mr. Garrett. Thank you, Mr. Chairman, and I appreciate your 
holding this hearing today, and I thank the members of the panel 
as well. 

You know, recently, I had the opportunity to travel to New Orle- 
ans and personally view the destruction and also the recovery in 
certain areas and the lack thereof in other areas; I walked the 
area; I rode in a bus; I had the opportunity to take a helicopter 
tour of the area; and I also had the chance to sit down with the 
people who lived there and, actually, the people who are no longer 
living there — some business people, some civic people and also con- 
tractors as well — to discuss with them what problems they are ex- 
periencing. And one of their comments was, as we have already 
laid out today, there are certainly problems on the Federal level — 
and I will be getting into that as well — but they also were frus- 
trated with the red tape that they were experiencing, even at the 
early stage, both from a local level, whether you want to define 
that as “city” or “local,” and at the State level as well. 

To one of those points, following up the ranking member’s com- 
ment, Mr. Leger, when I was there your organization was still in 
the founding process, and I think you said — correct me if I am 
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wrong — it took 10 months from the date of the disaster to the time 
that, actually, the legislation and everything was established. 

Is that the correct period of time? 

Mr. Leger. Well, we were actually created and appointed by the 
Governor in October of 2005, 2 months after the storm. 

Mr. Garrett. Okay. 

Mr. Leger. It took 10 months for us to get full funding after the 
storm — 

Mr. Garrett. Okay. 

Mr. Leger. — or, you know, what was said to be full funding. 

Mr. Garrett. Was everything up and running, though, during 
that period of time as well? Because when I was talking to local 
folks, they got the idea that all of the appointments and everything 
necessary from the political nature of it had not yet been com- 
pleted, even when I was down there going into it. 

Mr. Leger. Well, you have to understand. I was a rookie in gov- 
ernment, I guess, and I was a volunteer to begin with, but I appre- 
ciate there were like two or three special sessions in the fall, and 
at some point, the legislature confirmed the creation and the ap- 
pointment by the Governor, but nonetheless, we were functioning 
pretty much full time, without staff, for many months until we 
were fully funded. That is why many of us volunteers became like 
staff. 

Mr. Garrett. I guess you can appreciate, maybe, where the 
ranking member was questioning and where there was probably 
frustration from the folks who lived there when they probably 
turned on the TV and said, “Hey, there is $4.2 billion that is com- 
ing down from Washington. We are going to start getting relief, if 
not tomorrow, then next week or next month,” and then from your 
point of view, you wanted — or from the legislative point of view, not 
your point of view — ^you can understand the frustration of the peo- 
ple not seeing the dollars there. 

Mr. Leger. I am one of those people — 

Mr. Garrett. Yes. 

Mr. Leger. — and we were delighted in February — that is what 
I was telling Mr. Bachus — about the name we know well in New 
Orleans — ^but I was telling Mr. Bachus we were delighted to hear 
of the additional $4.2 billion that would be supported by the White 
House and are grateful for it, but it took until June for it to be con- 
firmed. And I have to admit I was reminded, as I was thinking 
about it afterwards, we were defending that $4.2 billion the whole 
time. You know, surrounding States were trying to get a little piece 
of that $4.2 billion of additional moneys during that time. That is 
another reason why, you know, we were reticent to develop the pro- 
gram, but we did. 

Mr. Garrett. I appreciate that. 

Now, I was one of the few who held off my vote initially, right 
after this, and said that before we start allocating any dollars to 
this program — we initially allocated $10 million. I think it was in 
a Thursday session, if I am not mistaken, and then there was an 
additional $53 million. I was the one who withheld the additional 
$53 million because I said that there did not seem to be all of the 
checks and balances in place on the Federal level and on the State 
level in order to get these things done. And now we seem to find 
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out that — we are finding that both on the local level, State level, 
and the Federal level, there were no checks and balances because, 
you know, my point of view is that a dollar does not do anybody 
any good that we appropriate up here if it does not actually land 
in the pocket of somebody, actually, to build their house, or for the 
Federal Government to make sure that the State level gets the job 
done. 

It sounds to me, from the testimony we have had so far today, 
that we see a mix of responsibilities there. 

Mr. Leger. Yes, sir. And I would suggest to you, having become, 
I guess, a veteran now in government after a year, that what we 
saw initially was maybe not fear that there were not enough checks 
and balances and hearing of $1.6 billion being lost to fraud by 
FEMA. We thought every $1 billion of ours was very precious, and 
we could not afford to lose any. We built a lot of checks and bal- 
ances in, and now we found the checks and balances to the Federal, 
State, and local levels are often at cross purposes. We have tried 
to eliminate some of them. 

Mr. Garrett. I just have limited time. I thank you. I have just 
two final questions — one for Mr. Garratt and one for Secretary 
Bernardi. 

If you could, just fill me in a little bit more so I get a better pic- 
ture of what the existing housing stock in that area was. My un- 
derstanding, if I heard the testimony right, is that you are looking 
at 50- or 60-year-old housing stock that, if I heard you right, went 
into receivership basically, and HUD had to step in to deal with it. 

So, if you can, just give me a little more information on the pic- 
ture of what the situation was there beforehand. It sounds to me 
from your testimony, if I heard you right, that there was not a di- 
rected, concerted effort to make sure that the folks in town actually 
had adequate housing before the disaster came and that HUD was 
responsible a year or so before you stepped in. So, if you could an- 
swer that. 

Also, Mr. Garratt, my final question is with regard to — if I may, 
my final question is — well, I see my time is up. 

So, Mr. Bernardi, if you can answer that. 

Mr. Bernardi. Pre-Katrina, of the New Orleans Housing Author- 
ity, there were 7,000 units; 5,000 of those were occupied, 5,100. The 
fact of the matter is that the New Orleans Housing Authority has 
been a troubled authority for a considerable period of time, and in 
2001, HUD took over the Housing Authority of New Orleans’ re- 
ceivership. And what we are looking to do, and what we have been 
doing is, outside of the four complexes that I mentioned, we have 
been able to rehabilitate and restore close to 2,000 units, and folks 
are coming back to those. We are in the process of putting forth 
a plan. Right now, it is in legal limbo, if you will, to redevelop 
those four complexes — about 3,900 units — and take them and make 
them a better situation. 

I just chatted with some of the good folks who reside in public 
housing here during your vote, and I sympathize with them, and 
I understand the feelings that they have. That is home. They feel 
they can claim them. 

The fact of the matter is that our inspectors tell us that those 
should be displaced, and new housing should be constructed, and 
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within 18 to 24 months, they would have a voucher to continue to 
reside, and then they would have the first choice of those units, the 
people who actually had a unit. And then after that has been ex- 
hausted, the people who came from those complexes would utilize 
those vouchers, and then it would be open to people who need as- 
sistance. It is a very difficult thing to put forth, but we feel strong- 
ly that we want to — ^you know, you do not want to have it the way 
it was. I mean the way it was was not good, and there are a lot 
of reasons as to why it was not good. Some people are going to say, 
well, HUD did not take care of it in the previous Administration 
or this Administration. 

The fact of the matter is, you know, in all of this dire cir- 
cumstance, there is an opportunity to do something better, and all 
it takes is cooperation. And we at HUD plan to cooperate not only 
with HANO but with the good folks and, hopefully, this committee 
to be able to bring some conclusion to this, not add a moratorium 
on the demolition. That would just set things back even further. 

The Chairman. The gentleman’s time has expired. 

I will note that Mr. Leger noted the familiarity of the name of 
the ranking member, but having known the ranking member for 
some time, please do not expect him to throw you any beads. 

Next, we will go back to the regular order, but the gentleman 
from Missouri has been faithfully here all day, so I recognize the 
gentleman from Missouri, Mr. Cleaver. 

Mr. Cleaver. Thank you, Mr. Chairman. 

I am hoping this is not televised on C-SPAN, because I can 
imagine the frustration of people all around the country when they 
hear that two Federal agencies have an issue and that a represent- 
ative of one of the agencies says that we do not think we will ever 
resolve the differences. That is why people hate their own govern- 
ment, because they get frustrated with the inability of us to just 
make things move. That is my editorial comment. 

To Mr. Garratt, I raised the question earlier about the students 
in the schools, in the colleges, in New Orleans who were given 
$2,000 immediately after the flood, and now those students are re- 
ceiving letters asking that they repay the $2,000. Can you shed any 
light on that? 

Mr. Garratt. Yes, sir, I can. Before I do that, however, I need 
to address two issues. 

One, if I suggested that I thought we would never resolve this 
issue with our partners in the LAA, that was not my intent at all. 
I think we will resolve this issue. We are at a difficult impasse 
right now, but we will continue to work with them, and we are just 
as anxious to solve this problem as they are. 

Secondly, I may have left the impression in my discussion of 403 
that our using 403 to shelter individuals was illegal. It was not the 
case at all. Using 403 for that purpose was perfectly legal. Using 
it for the extended period of time that we wanted to do it was 
where the legal issues came in. 

Back to your question, sir, regarding the students in dormitories. 
Indeed, letters have been going out to a number of students in dor- 
mitories, advising them that expedited assistance and other forms 
of assistance that they may receive they need to return in some in- 
stances; and I want to make the point they all have an appeal ca- 
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pability with this, and we recognize that there are going to be cir- 
cumstances and special circumstances for a number of these. But 
let me just give you an example of the sorts of situations that 
would drive us to want to recoup money from a student who is in 
a dormitory. 

We do not typically regard dormitories as a primary residence. 
If a student were in a dormitory when this struck and they went 
home and they registered for assistance, we sent them $2,000 expe- 
dited assistance, and then they went home to live with their par- 
ents. Their father may have also received, or their mother, a $2,000 
expedited assistance payment. We are not authorized to duplicate 
payments to a household. One expedited assistance payment per 
household. That is an example of a case where a student may have 
received expedited assistance, and we may be asking for that expe- 
dited assistance back. 

On the other hand, these students are authorized to receive other 
needs assistance for personal property and other forms of property 
that — in other words, we are not going to be asking for all of the 
assistance that we necessarily provided any student back, but if it 
appears that we have a duplication, that we have multiple individ- 
uals receiving assistance and that they are living in the same 
household, then we will be asking for some of that funding back. 

Mr. Cleaver. And that sounds fair. 

The problem is that there are students who are receiving letters 
who live in various parts of the country whose parents did not get 
the $2,000, and they are receiving a letter, and they are wondering 
now when FEMA will ask the U.S. Attorney or the FBI to close in 
on them. 

Mr. Garratt. We are dealing with all of these students on a 
case-by-case basis because we recognize that it is not a one-size- 
fits-all solution for the — 

Mr. Cleaver. But there was no means test in the first place? 

Mr. Garratt. Not for expedited assistance. 

Mr. Cleaver. Okay. Let me move on. My time is running out. 

Now, if it is cheaper in terms of saving money to put people back 
into public housing instead of using the expensive vouchers which 
are approximately $1,100 a month, why are we not doing that? 
Vouchers versus repairs of units in each development; what are the 
pros and cons? 

Mr. Bernardi. What we have are vouchers for everyone who was 
displaced because of the storm. 

Mr. Cleaver. But doesn’t it cost more — I mean am I right about 
the $1,100? Isn’t that about what it averages? 

Mr. Bernard:. Well, whether it costs more than what it costs us 
to have them in a subsidized unit or in a public housing unit, I am 
not quite sure if it is or it is not, but the fact of the matter is that 
we cannot place people in the units that are uninhabitable. 

Mr. Cleaver. Okay. But isn’t it cheaper to make the repairs? 

Mr. Bernard:. Well, many people will tell you, if you put a dollar 
into repairs, that takes a dollar away from development. And you 
know, quite honestly, the situation is that inspectors have looked 
at it and have deemed that many of these units — perhaps not every 
single unit in each development, but many of these units are be- 
yond repair. It would be prohibitive, and the best thing to do would 
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be to take these units, to raze them and to develop mixed-income 
housing. We would do public housing there, affordable housing, 
some homeownership, a bigger footprint, if you will, so maybe we 
could even do more than one-for-one replacement. 

Mr. Cleaver. Okay. Thank you. 

I have lived in public housing, and I have gone into the public 
housing units in New Orleans, and is it possible for you to under- 
stand that the people do not trust HUD? I mean they are abso- 
lutely convinced that when you say, you know, “Instead of repair, 
we are going to rebuild,” that next year they will be sitting over 
here in this front row, and then the next year and the next year. 
That is the history. That is the history. 

So I mean, when you tell them, “Do not worry about it. We are 
not going to repair it, we are going to tear these babies down, and 
we are going to build, you know, some Hollywood-style units for 
you. Just wait,” do you understand the paranoia — 

Mr. Bernardi. I understand that, sir. I was mayor of the city of 
Syracuse, New York, and our housing authority — I worked hand in 
glove with our folks that ran the authority and, obviously, resi- 
dents who lived there, and I spoke to these folks. When you all 
went to vote, I spoke to a number of them. 

Mr. Cleaver. I heard it all the way over at the Capitol. 

Mr. Bernard:. Well, it probably was not yelling. It was not an 
exchange like that. It was a good exchange, and I understand, and 
what we are trying to do — like I heard here, it is going to take 5 
to 7 years. It is not going to take 5 to 7 years. 

Mr. Cleaver. How long? 

Mr. Bernard:. It will take 18 months to 2 years once we have 
the necessary approvals, and you know, the developers — the re- 
quest for proposals are out there. The developers have been meet- 
ing with HANO and with HUD, and the people are ready to build. 
The financing is being put in place, the low-income housing tax 
credits, and we are going to need an extension of that, as the 
Chairman and others have indicated. We can do this, and we would 
not do it — the decision would not be made by Secretary Jackson or 
all of us at HUD if we did not feel in the final analysis at the end 
of the day that we would have people in safe, clean housing. 

Mr. Cleaver. It is the end of the day that they are concerned 
about. 

Mr. Bernard:. I understand that. But that is why we have the 
vouchers that we have out there. That is why the disaster voucher 
program which started with — 

The Cha:rman. Would the gentleman yield? 

The problem, Mr. Bernardi, is that the disaster vouchers are 
vouchers for existing housing, which is in very short supply. As Mr. 
Melancon said, the price is going up. When the number of afford- 
able units has been cut from 80,000 to 30,000, the trouble with 
vouchers is they add to the demand for housing in a way that does 
not help the supply, and vouchers in this case are very problematic 
when there is a physical shortage of housing. 

Mr. Bernard:. That is true, but these vouchers are not just 
being used in Louisiana. They are being used all over the country. 
People have been displaced, and what we would really like to ac- 
complish here is — those 25,000 vouchers are now down to 12,000 
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disaster vouchers that are out there. Some people have made their 
way and have been able to return home, wherever home was ini- 
tially. 

Now we need to ensure — of that 12,000 that are out there still 
on disaster vouchers, a significant number of that is public housing 
but also some Section 8 vouchers, some housing that we deal with, 
the FHA, 202, 811, our senior citizen programs or disabled pro- 
grams — we need to continue to make sure that we bring everyone 
home but that we place them in a situation. The same thing with 
the Road Home program, I think. Some of the difficulties — 

The Chairman. I)o not get diverted or we will never get out of 
here. 

Mr. Bernardi. The fact is that it is taking time. It is taking 
more time than anyone would like, but we really want to make 
sure that we utilize all of the resources we have in cooperation 
with the Louisiana Recovery Authority, and Mississippi and the 
other States as well, to put something down at the end of the day 
that people can be proud of, that they can live in and feel safe in 
and that will be a house that they can be proud of in a community. 

I have been down there just as you have, sir, and I can tell you 
the situation. Housing, by itself, is not going to do it. That is why 
we passed action plan after action plan at HUD. With the amount 
of money that these gentlemen have talked about, you know, there 
needs to be infrastructure work. I mean, you need to rebuild these 
neighborhoods. You cannot just rebuild some public housing and 
put it up there without any amenities or anything around it. This 
is a daunting process, and we are proud of what we have done with 
our disaster voucher program. The IG gave us tremendous grades 
for it. Imagine that. 

The Chairman. We are off the — does the gentleman have any 
further comment? 

Mr. Cleaver. I just want to know what approvals you need. I 
mean what do you want us to do? What do you want us to do to 
help make this happen as quickly as possible? 

Mr. Bernardi. I know Chairwoman Waters has been meeting 
with Secretary Jackson, looking to see if we can come to some sort 
of resolution with the proponents and opponents of this and take 
it out of the hands of the judiciary and go ahead and give us the 
opportunity to proceed with the redevelopment. 

The Chairman. The Chair will submit statements from Habitat 
for Humanity, the American Association of Homes and Services for 
the Aging, the National Association of Housing Redevelopment Of- 
ficials, the National Association of Realtors, the Financial Services 
Roundtable, Volunteers of America from Greater New Orleans, and 
the National Association of Home Builders. 

Is there any objection? 

Hearing none, they are included. 

I just have an announcement. The gentlewoman from California, 
the chairwoman of the subcommittee, has of course been very dili- 
gent in her attention to this. She is now in a meeting with the 
Speaker on probably the only issue that could have taken her away 
from this hearing, namely, what we should be doing about the war 
in Iraq. So I assume people will understand her temporary absence. 
She is monitoring this through her staff, and she will be back soon. 
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The gentleman from Louisiana. 

Mr. Baker. I thank the Chairman. I shall be very brief. 

I want to turn for a minute to Mr. Garratt about emergency re- 
sponse deployment. We just recently acted in the last Congress to 
adopt a provision requiring the agency to evaluate the most effec- 
tive taxpayer remedy to the emergency shelter provision, which has 
led to a discussion for what is now called “Katrina cottages.” 

As I understand the deployments made in the early months of 
the storm and continuing today, there were on average about 
$70,000 of expenditure for each siting and occupancy of trailers de- 
ployed to meet the needs of displaced individuals. We have a study 
indicating that modular housing on slabs could have been con- 
structed for much less money in about the same timeline that it 
took to find the sites, get the infrastructure in place and prepare 
the units for occupancy. 

Has the agency in the interim, since the passage of the bill until 
now, given thought to moving toward this permanent remedy? Be- 
cause the legislation removed the obstacle that previously barred 
the enterprise from doing permanent solutions. You were mandated 
to waste money. In this case, you now have the option to evaluate 
and to decide the best course of action. 

The reason for asking this is as follow-up as there has been a re- 
cent announcement of additional trailers being purchased when it 
appears that we have a very significant problem in finding accept- 
able sites on which to put the trailers. They are not being decidedly 
helpful in the face of another storm coming on land. It would seem 
moving to a modular structure would be safer for the occupants. 

Has there been discussion, evaluation, any consideration of mov- 
ing toward a permanent remedy as opposed to the trailer solution? 

Mr. Garratt. Yes, sir, and thanks for asking the question. 

We stood up a number of months ago an entity called the Joint 
Housing Solutions Group, and that Joint Housing Solutions Group 
was charged specifically with going out and looking at the universe 
of potential replacement structures for the standard travel trailer/ 
mobile home response that we have had in the past. We have 
money that we assigned to that project. Then we got some contrac- 
tors supporting that activity, and they also linked up with the $400 
million alternative housing pilot project. They are going to be in- 
volved in the evaluation portion of that, working with HUD, to help 
evaluate the effectiveness of the projects that were preliminarily 
approved for that project. 

Mr. Baker. Let me make this a little simpler. This thing keeps 
jumping in and out. 

Have you stopped the acquisition of new trailers at this point? 

Mr. Garratt. No, sir. We are still procuring new UFAS compli- 
ance trailers in accordance with the settlement that we reached 
under the Brown litigation. 

Mr. Baker. But why is it necessary to purchase additional if we 
have significant numbers not deployed and not occupied and not 
even ready for occupancy? Modifications could be made to the exist- 
ing inventory much less expensively than acquiring new property 
and storing it not to be used. 

Mr. Garratt. Sir, I heard you mention that before. You men- 
tioned a figure. You thought that it would cost about $1,000 to ret- 
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rofit those mobile homes to make them UFAS-compliant. If that is 
true, then you have a really good point. I am not familiar with that 
figure or where that came from, but I made a note that I want to 
go find out. 

Mr. Baker. I got that from an industry person. 

Mr. Garratt. If that is in fact true and we can retrofit those for 
$1,000, then, yes, we have no business going out and ordering new 
trailers under new specs to replace them. 

Mr. Baker. And can you just speak briefly, because I know we 
have been here forever, as to the outrageously high administrative 
costs associated with the administration of these programs, not any 
particular one? 

In the course of evaluating the money sent to the State, from a 
Louisiana perspective only, there was one quarter in which the ad- 
ministrative cost — and this was early on. I guess maybe there was 
some ramp-up expenses that could justify it possibly, but anything 
over 3, 4, 5 percent in the business world of administrative cost to 
administer a pot of money starts raising flags. And when you get 
over 20, something has to be wrong, and this goes to travel. I even 
found a category I did not know existed before. It was a category 
for the transport of things. Apparently, if it is something that has 
a shelf life of longer than 12 months and it is an expensive item 
in Dubai, you buy an airplane transport ticket to fly it as opposed 
to renting one locally. It was something that was an anomaly to 
me. I never knew we had the transport of things as a budget cat- 
egory, but it was in there. 

What can we do going forward? Not to be so much concerned 
about what has transpired. You cannot get that money back. Can’t 
we develop a better model for emergency response and getting 
housing to people who need it without that level of administrative 
expense? 

Mr. Garratt. I agree, sir. I am not familiar with the specific pro- 
grams to which you refer that we are paying 20 percent in an ad- 
ministrative fee. 

Mr. Baker. I am at the end of my time, but I got it off the Web 
page where it says “administrative expense,” and they have a 
bunch of subcategories, and down at the bottom, they give you the 
numbers. 

Mr. Garratt. Can I follow up with you on that analysis? 

Mr. Baker. Absolutely. I will give you my data. 

Mr. Garratt. Can I also add just one clarification? 

Regarding the $70,000 for installing trailers, that does not apply 
to the 80 percent of travel trailers that we place on individuals’ pri- 
vate sites. 

Mr. Baker. In broad definition, what I really was talking about 
is the acquisition, transport, and preparation of sites. Getting the 
lot ready for a person to take the key and walking into his trailer, 
I am told, averages in excess of $70,000. 

Mr. Garratt. I would say, for a number of group sites that we 
had to develop from scratch, that there were some pretty high costs 
associated with them. Yes, sir. 

Mr. Baker. I yield back. 

Mrs. Maloney, [presiding] Thank you. 

My colleague from Massachusetts, Mr. Lynch. 
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Mr. Lynch. Thank you, Madam Chairwoman. 

I also want to thank — I know she is in another meeting with the 
Speaker — Ms. Waters for holding this hearing and also the ranking 
member. 

Like my colleague from Missouri, I grew up in public housing — 
for me, the housing project in South Boston, Massachusetts — but I 
lived there for 15 years, and while it was a very tough neighbor- 
hood, the one thing that could strike fear into the hearts of anyone 
in public housing was to hear the words, “Hello, I am from the gov- 
ernment, and I am here to help.” I think that for some of my 
friends in Louisiana and Mississippi that their feelings must be 
pretty much the same. 

I guess my questions are more for Mr. Bernardi and Mr. Garratt. 
I know that the current disaster voucher program — I gather the 
money comes out of FEMA, but it is administered by HUD. That 
is scheduled, as I understand it, to expire sometime in the fall, so 
we have about 6 or 7 months left, and at the same time — I think 
it is section 408 — the rental assistance program run by FEMA is 
also scheduled to phase out in a few months. 

What assurances do we have for a lot of the families who are re- 
lying on that right now? And this includes some of the poorest fam- 
ilies, some of the families who are in the toughest situations. They 
are homeless. What are we doing right now, because that is not a 
long way off? What are we doing right now to make sure that those 
families who really are in a tough spot will continue to get some 
type of support? 

Mr. Bernardi. Mr. Lynch, in the disaster voucher program, you 
are correct, it is due to expire, I believe, September 30th of this 
year. And I mentioned earlier that we started with 30,000 families. 
We are down to about 12,000 families who are still using the dis- 
aster voucher program. 

At that time, the resources that we received were approximately 
$390 million for that program. If they are expended, those individ- 
uals would go back to the voucher that they had, the tenant-based 
voucher. They would not be without a voucher. We had that in re- 
serve. The HANO, New Orleans Housing Authority, when that 
went down, the vouchers followed the people, and so HANO is still 
being funded year after year, as are our other public housing au- 
thorities in Mississippi where those vouchers are available and will 
be given to those individuals when the disaster voucher program 
sunsets. 

Mr. Lynch. And, just so I understand, a lot of these people were 
wiped out completely in terms of their homes, where they were liv- 
ing, their belongings. I understand there has been some difficulty 
in their verifying their previous voucher. Are you telling me that 
has been taken care of at this point? 

Mr. Bernardi. Well, our responsibility which we met — and I 
think we did it very well — was for everyone who was part of our 
program prior to the disasters that struck that we were responsible 
for, and we have been using the disaster voucher program for that. 
But as I just mentioned a moment ago, those funds — there is a re- 
serve fund there, and those people will go back to their regular 
voucher program. 

Mr. Lynch. Okay. Thank you. 
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Thank you, Madam Chairwoman. 

Mrs. Maloney. Mr. Ross, would you like to ask any questions? 

Mr. Ross. Yes. Thank you. Madam Chairwoman. 

You know, I have a confession to make. Sometimes this problem 
seems a long way away for me. I did not grow up in public housing. 
I have not visited Katrina. I have read about it, saw it and so forth. 
But I guess the question just from somebody who has been sitting 
here today is: Is anybody who is trying to wrestle with this whole 
problem taking the 30,000-foot viewpoint of this and saying where 
is the — I have heard a lot of advocates sort of defending public 
housing today, and I have never really had a high view of it. It 
seems in the Chicago area there have been people trying des- 
perately to get out of a trap of public housing. 

Could you offer any insight to a suburban Chicago district like 
I represent — where is the creativity and the opportunity to change 
the dynamic for people who got dealt a pretty difficult set of cards, 
because it strikes me that the way the debate is being framed right 
now it is simply to put it back the way it was. 

Well, isn’t there an opportunity there to change this to make it 
better? And where is the opportunity for folks to come out of a 
very, very difficult situation and not just go back into a public 
housing situation but into something that is actually transforming 
and into something that creates far more opportunity? 

I have not heard — and I have been in and out, admittedly, which 
is why I was a little bit sheepish in asking questions because 
maybe you discussed this earlier, but I have not sensed that in the 
time that I have been here, maybe just kind of casting a bigger pic- 
ture. 

Mr. Bernardi. With public housing, I did indicate that in New 
Orleans, there are four complexes there that HANO has indicated 
would be demolished and rebuilt pretty much to make it simplistic, 
but it is the fact that it would be rebuilt in a different way. It 
would be rebuilt so that it would not just be public housing. There 
would be affordable housing. There would be market rent housing 
there. There would be homeowner ship, making that footprint big- 
ger as to where they are right now, to expand it, to put amenities 
nearby it. 

I mentioned earlier this is going to take — it is not just housing. 
To realize what you talked about — to provide more opportunity, a 
better quality of life — we need to improve neighborhoods, not just 
a particular housing complex but everything that is around it. And 
we have approved action plans for all States, but especially Mis- 
sissippi and Louisiana, where I believe I have faith. I believe — and 
I am a positive person — that it will come together, the infrastruc- 
ture, the infrastructure that is going to be needed to develop these 
communities, to redevelop them and to take out the traditional 
three-, four-stories high of public housing. You are isolated. 

You know, in real estate, they say location, location, location. 
Well, folks in public housing, they deserve a good location as well. 
And we can make all of this happen if we just all coordinate to- 
gether. Coordination, coordination, coordination, and that is what 
we do with our Federal partners. That is what we are doing with 
the folks who are sitting here at this table. I mean, they will tell 
you that we are in constant communication with them. 
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There has been some talk about Louisiana, if I may, that they 
were late in receiving their resources, but they had amendments to 
their proposal, and those amendments were to try to make it bet- 
ter, and then they had difficulty — not difficulty, but they had to 
have the approval of their legislature. So you cannot really com- 
pare Mississippi with Louisiana. 

To answer the question on public housing, we used HOPE VI 
moneys in Chicago and in Atlanta. And you build communities, you 
do not build back just public housing. You have seen enough, and 
I have as well, where you go through a community. You can spot 
the public housing right away. Oh, that is public housing. We do 
not want to do that. We want those people, like everyone in this 
country, to be part of a neighborhood, to be part of a community. 

The Chairman. I thank the gentleman. 

I am about to recognize the gentlewoman from New York, but I 
did want to say, Mr. Garratt, before you leave, that I have con- 
sulted with a few Members on this dispute between the Louisiana 
Recovery Authority and FEMA, and I do not take much hope when 
you use words like “impasse,” and so I will tell you it is highly like- 
ly in my view — and I have talked to some Members on the other 
side — that we may just pass a bill on suspension, directing FEMA 
to comply. The notion that this money should be held up by this 
kind of dispute over the rules is very frustrating to us, and I hope 
it can get resolved. But if it is not resolved very soon, you can ex- 
pect a bill to come to the Floor from this committee, I think over- 
whelmingly supported, that would simply direct FEMA to with- 
draw its objections. I am sure if you can work something out, we 
would be glad to do that, but I do want to put you on notice that 
we are very frustrated by this. 

Mr. Garratt. Thank you, Mr. Chairman. 

The Chairman. If you want to say something, you may. 

Mr. Garratt. We are also very frustrated, and we are also inter- 
ested in getting this resolved, but all I would suggest is that you 
take a look at FEMA’s reasons for this issue. Again we are talking 
about, from our perspective, issues of potential discrimination, age 
discrimination, of equity and impartiality, and the delivery of that. 
We think — 

The Chairman. We would be glad to look at it. 

Mr. Garratt. — those are important issues. 

The Chairman. We would be glad to look at it, and we would be 
interested to see what people in the area thought as well, but we 
do urge you to get it resolved, because if it is not resolved, some- 
body has to resolve this and we would appear to be the only ones 
who can. 

The gentlewoman from New York. 

Mrs. Maloney. Thank you, Mr. Chairman. 

I want to go back to one of the things that Mr. Frank was talking 
to Mr. Garratt about, and that was, I believe, if I wrote it down 
correctly, the 408 funds that you could not use because it was con- 
sidered illegal to use those funds. 

Mr. Garratt. Are you referring to the 403-to-408 conversion dis- 
cussion that we had, ma’am? 

Mrs. Maloney. Yes. 

Mr. Garratt. Okay. 
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Mrs. Maloney. I wanted to ask you, when you say it was illegal 
to use them, was it illegal because we in Congress had written it 
that way, going back whenever it was enacted, or was it because 
that is the way the Justice Department told you it was illegal? 

Mr. Garratt. I think it was a combination of the interpretation 
of the Stafford Act and the regulations that we have to support the 
Stafford Act. 

Again, I need to make the case that using 403 and the purpose 
for which we began to use it as creatively expanding the sheltering 
to include hotels, motels and apartments was creative, but it was 
not illegal to use it for that purpose. When we did our disaster-spe- 
cific guidance, I said that we were going to do this for 12 months, 
or we authorized States to sign apartments up for 12-month leases. 
Subsequent to that, it was determined you cannot do that for that 
length of time under that authority. 

So it was not that the use of that was the problem. It was the 
length of time that we were going to employ that. It was essentially 
an emergency protective measures authority for an extended period 
of time. You can only do that for 6 months. And as a result, it was 
the determination that was made. We had to look for ways to tran- 
sition those individuals out of that program into another one. Be- 
cause we only had the 408 program available to us, some of the in- 
dividuals receiving 403 assistance fell out of that because they 
were not eligible for 408. 

Mrs. Maloney. Well, I was just wondering. Being that it was ob- 
viously, you know, a collective bargaining of where the rules came 
from, did you come to any of the chairmen to see if you could do 
a technical change for a while? Because we were reacting very fast 
here in Congress in getting the funds that needed to be done, I was 
just wondering if you had come to us to see if, you know, we could 
have changed the wording around so you would not have had to go 
through everything and then cause, you know, some hardships on 
some of the families. I am just curious about that. 

Mr. Garratt. Ma’am, I am not personally aware that any of the 
chairmen were approached. 

Mrs. Maloney. In hindsight now, do you think that might have 
been a good idea, being that Congress was willing to do whatever 
we could to help you out? 

Mr. Garratt. Yes, ma’am, I would agree. In hindsight, that 
would have been a good idea. 

Mrs. Maloney. Well, hopefully, you will, you know, remember 
that. If you have a problem, come to us. You know, we are trying 
to help everybody. 

Just one quick question. I know going back — and I know some 
of the activists, you know, were talking about it. With FEMA as 
lead Federal agency on housing response to Hurricane Katrina, I 
know that there was here in Congress some debate about that. But 
I know that a lot of the activists had basically asked if HUD could 
come up — they urged HUD throughout the process for HUD to play 
a more active role in the housing response to Katrina. 

Has HUD actually developed a long-term plan for recovering per- 
manent affordable housing in the Gulf? 

Mr. Bernardi. We have had conversations in the planning stage 
with FEMA to look toward the future, unfortunately with other dis- 
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asters, where we would take responsibility after the initial 30- or 
60-day emergency to look at the temporary housing that FEMA 
presently is responsible for. There are about 34,000 families who 
are located throughout the country who are using FEMA vouchers. 
The majority of them, many of them are in Houston and in other 
parts of Texas. 

Mrs. Maloney. Are you going to try the new plan with what just 
happened in Florida to see if that actually works, you know, with 
all of the homes there that were knocked down and gone? 

Mr. Bernardi. The plan is to look at the possibility of handing 
that off to HUD where we would, obviously, have the expertise and 
we have the administration in place. It would take additional re- 
sources, and it would take a funding level, aside from our appro- 
priation, to do that into the future, but yes, we are looking at that. 

Mrs. Maloney. And I think one of the things, you know, that 
you were talking about earlier on looking at a sustainable commu- 
nity — I mean, I think that is the term. We have a project like that 
back on Long Island where I live. But with that being said — and 
I think here is where a lot of us get nervous about it. 

I think all of us agree that you have to have a sustainable com- 
munity, but we are concerned about how you are getting there, 
where those who need housing are going to go. Because I know in 
my area, they want to knock down several HUD buildings. Where 
are the people supposed to go until these new buildings are built? 
That is our concern. 

Mr. Bernardi. Anytime there is a demolition that HUD is in- 
volved in, those tenants all receive a voucher. It is a voucher that 
they utilize until they can either be back into that particular build- 
ing, if it is being rebuilt or redeveloped, or they use that voucher. 
It is portable, they can use it anywhere — and also in the area 
where they are from, of course. 

Mrs. Maloney. But here is the problem, and I take it this is 
what we are hearing on New Orleans. Prices are going up. On Long 
Island, someone who might be in a Section 8 building, getting 
help — if they were kicked out I can guarantee you, because we 
have such a short supply of apartments anyhow, that they would 
not be able to find an apartment to live in. We found that with our 
military. They went to tear down the housing in Mitchel Field, by 
me, and they were going to give each family $1,500 a month. 

Now, most of the military families had two to three children. I 
invited the admiral to come to Long Island and try to find any 
housing with three bedrooms or even two bedrooms for $1,500. 
They could not find any. We have rebuilt the area for the military. 

With that, I yield back the balance of my time. 

The Chairman. I thank the gentlewoman. 

I just want to again mention something that people should know 
about. I was very pleased to hear of the conversation between HUD 
and FEMA on sorting out the housing responsibility. I frankly was 
a little surprised to learn that FEMA was still in the housing busi- 
ness 18 months forward, instead of claiming that is not what they 
are set up for. 

I have already spoken to Ms. Waters. We spoke to Chairman 
Thompson of Homeland Security. It is our intention to look — and 
I think it probably needs some legislation here, and we would be 
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glad to work with you to effectuate what you were talking about, 
Secretary Bernardi; namely, to put FEMA firmly in charge in the 
emergency phase and then have HUD do the housing going forward 
with appropriate additional financing, since we do not want to put 
other housing at a disadvantage. 

That is something in the longer term, later this year, we will he 
looking at, and we will he glad to work with you on that. 

That appears to conclude — 

Mr. Bachus. Well, Mr. Chairman, as opposed to asking a ques- 
tion, I would just like to offer a quote from our third panel if I 
could, and I can ask Mr. Bernardi how it affects what they are 
doing. But on our third panel, we have the testimony of Sheila 
Crowley, who is president of the National Low Income Housing Co- 
alition, and I found it interesting that she makes this statement in 
her testimony: “The Housing Authority of New Orleans has long 
had the reputation as a dysfunctional and corrupt institution, 
plagued by mismanagement, rapid leadership turnover, and inter- 
ference in its operation by local officials. The HANO authority has 
allowed its properties to deteriorate into seriously substandard con- 
dition or allowed its properties to deteriorate into seriously sub- 
standard condition due to the poor quality of its stock, and its 
many management deficiencies of housing authority was taken 
over by HUD ” 

You have been criticized for your plan to replace the 7,500 units, 
about 2,000 of them which were vacant before the hurricane. I 
guess, did your decision to replace these units, as opposed to repair 
them, have something to do with what she says, that a lot of the 
properties have deteriorated into seriously substandard condition 
and were of poor quality to begin with? 

The Chairman. The gentleman can take a minute or two to an- 
swer, and then we have to move on. 

Mr. Bernard:. Yes. The short answer is yes. 

What I would like to say is that a housing authority, when it is 
not managed correctly — there are 2,400 housing authorities in the 
United States. Of those that are managed correctly, of those that 
have people that have good boards, you find that they run as well 
as they possibly can. There is no way that we at HUD and myself, 
that I want to place anyone in a situation. 

In talking to the tenants here from HANO, they complained an 
awful lot about the housing authority and how they were not pay- 
ing attention. What does that lead to? That leads to deterioration 
of structure. That leads to less enforcement of the law. That leads 
to people not caring. 

We can provide all of the resources here, but at the local level — 
excuse me — it has to be done there, and we are always willing to 
help and provide all the assistance that we can. We want to place 
these folks in a better living condition. 

The Chairman. I thank the witnesses, and we will move on to 
the next panel. I will ask people to move quickly, please. Speed will 
have to take precedence over graciousness at this hour. We need 
people to leave quickly, sit down and get started. 

I will recognize the gentleman from Texas who wanted to make 
one introduction. 
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Mr. Green. Thank you, Mr. Chairman. I do have the privilege 
pursuant to — 

The Chairman. The gentleman will suspend. 

The people will take their seats and be quiet, and please close 
that door. Close the door, please. 

The gentleman from Texas. 

Mr. Green. Thank you, Mr. Chairman, for according me the 
honor of introducing Mr. Kirk Tate. 

Mr. Tate is the chief executive officer of Orion Real Estate Serv- 
ices. This is a Houston company, and Orion manages over 16,000 
apartments throughout Texas and Colorado. Mr. Tate has over 30 
years of experience in the apartment industry, and is a past presi- 
dent of the Houston Apartment Association as well as of the Texas 
Apartment Association. Mr. Tate served on Mayor Bill White’s 
Hurricane Task Force for the City of Houston, and he has acted as 
a liaison between the apartment owners and the operators and the 
City of Houston. And Mr. Tate is in a position, Mr. Chairman, to 
address and discuss the damages suffered by Houston landlords as 
a result of the lease arrangement between the city and FEMA, and 
FEMA’s being negated prematurely. 

The Chairman. I thank the gentleman. 

We also have the aforementioned and widely quoted Ms. Sheila 
Crowley, president of the National Low Income Housing Coalition, 
who will not have to give her whole statement now since we al- 
ready have part of it; Mr. Ghebre Selassie Mehreteab of the Na- 
tional Housing Partnership, with whose work I am very directly, 
personally, and favorably familiar; Mr. James Perry, executive di- 
rector for the Greater New Orleans Fair Housing Action Center; 
Mr. Edgar Bright, who is president of Standard Mortgage Corpora- 
tion of New Orleans and is here on behalf of the Mortgage Bankers 
Association; and Dr. James Richardson, who is a John Rhea pro- 
fessor of economics at the E.J. Ourso College of Business at Lou- 
isiana State University. 

The Chairman. We will begin with Ms. Crowley. 

STATEMENT OF SHEILA CROWLEY, PRESIDENT, NATIONAL 
LOW INCOME HOUSING COALITION 

Ms. Crowley. Thank you, Mr. Chairman. I am happy to be here 
today, and I appreciate the invitation. 

A year-and-a-half after the storms hit the Gulf Coast, we do not 
really know how many people are still displaced, but certainly it is 
no less than 150,000 families, and the many problems we are hav- 
ing getting rebuilding funds into the hands of middle-class home- 
owners pale in comparison to what has and has not happened for 
low-income people. It is important to distinguish between the tem- 
porary housing response and the housing building response, and to 
understand how they are related, to attempt to further comprehend 
the complexity of what faces us. 

In the interest of time, my oral testimony will cover the rebuild- 
ing issues, and I hope to discuss the temporary housing issues in 
the question period. 

In regard to the public and assisted housing damaged or de- 
stroyed on the Gulf Coast, it was HUD’s responsibility to determine 
what it would cost to repair or redevelop public and assisted hous- 
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ing and request whatever amount was not covered by insurance 
from Congress. That did not happen. Rather, HUD has relied on 
the community development block grant funds and the low-income 
housing tax credits that were allocated to the States for the pur- 
pose of meeting the housing needs of the vast numbers of families 
who did not live in federally subsidized housing. That was wrong, 
and it has delayed the reopening of public and assisted housing. 

We recommend the following principles in determining the future 
of public housing developments on the Gulf Coast: 

One, any public housing that was evacuated but can be reoccu- 
pied with repairs only should be repaired and reopened as soon as 
possible. 

Two, there should be a moratorium on any demolition and rede- 
velopment of public housing on the Gulf Coast for the foreseeable 
future — any that is currently occupied, for the foreseeable future. 

Three, in those cases where an independent evaluation deter- 
mines that the public housing is beyond repair and must be par- 
tially or completely redeveloped, HUD must assure one-for-one re- 
placement of all units, the absolute right to return for all tenants 
in good standing, and authentic participation in the redevelopment 
planning by displaced residents who desire to be involved. 

A word about the situation of public housing in New Orleans. 
HANG has long had the reputation of a dysfunctional institution, 
and Mr. Bachus went on with a broader description of that. Due 
to the poor quality of its stock and its management deficiencies, 
HANO has been in partial receivership, and I do want to correct 
my written testimony. It has been in partial receivership since 
1996. It has been a troubled housing authority since 1979 and has 
been in full administrative receivership since 2002. Please note 
that of all of the public housing agencies nationwide, only 15 have 
ever gone into receivership since 1979. So these are the most seri- 
ously dysfunctional agencies. 

If a troubled agency is taken into administrative receivership 
under the statute, HUD is required, after 2 years, if it has not been 
able to restore it to a nontroubled status, HUD is required to turn 
it over to a judicial receiver. That is the law that was passed in 
1998 with the Public Housing Reform Act. HUD has long over- 
stayed its time as the receiver for HANO, and we think that a very 
immediate resolution to many of these concerns would be to move 
it into the hands of a judicial receiver. 

There is no discernible difference between HANO and HUD at 
the moment as decisionmaking authorities, and the conflicts of in- 
terest of HUD as the HANO receiver are quite problematic. HUD 
has to review demolition applications from public housing agencies 
and warrant that the necessary engagement of resident and com- 
munity input has occurred. HUD and the public housing agency 
are one and the same, as are HUD and HANO. There is no one to 
protect the interests of the residents or the community. 

Now, a very troubling situation has arisen in this particular situ- 
ation. HUD, as HANO, has applied to the State of Louisiana for 
both GO-ZONE low-income housing tax credits and CDBG disaster 
recovery funds for the redevelopment of four public housing com- 
plexes in New Orleans. As the Federal agency responsible for over- 
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sight of the CDBG funds, HUD should not he competing for these 
funds as a local grantee. It is simply inappropriate. 

Recommendations. Congress should direct HUD to immediately 
appoint a judicial receiver for HANO. HUD should adopt the rules 
and regulations for all public housing in the affected areas that re- 
flect the principles outlined above, and HUD should immediately 
issue an RFP for independent contractors to assess the current con- 
dition of all public and assisted housing and estimate what addi- 
tional resources are needed to complete repairs on reconstruction, 
and Congress should appropriate those funds. We have no com- 
prehensive understanding about what the repair needs are. 

Turning to the rest of the affordable housing needs on the Gulf 
Coast, the major Federal resource for rental housing was the allo- 
cation of low-income housing tax credits. The initial estimate was 
that these tax credits would produce 54,000 units of public housing 
in Mississippi and Louisiana. I will note that in Louisiana alone, 
they report the loss of 82,000 rental housing units. Because of con- 
struction costs that have skyrocketed, the number that will be pro- 
duced for these tax credits may be as low as 25,000, and many of 
those will be lost if Congress does not extend the placed-in-service 
dates of tax credits as you have been requested to. 

I will now turn to Mississippi. Of Mississippi’s $5.6 billion in 
CDBG’s, $3.2 billion was dedicated to a homeownership program; 
$100 million was set aside for public housing, and $125 million for 
a rental repair program. Mississippi still has $1.5 billion for which 
it has no plans at this point, and meanwhile, 30,000 households in 
Mississippi remain in FEMA trailers. In a recent study done by the 
Columbia University National Center on Disaster Preparedness, 
HUD assessed a serious deteriorating quality of the mental and 
physical health of the folks there. 

I realize that I am running out of time. Let me close with a 
statement about the need for additional resources going into the 
Gulf and that it should be resources that are dedicated to the rent- 
al housing needs of the lowest income population. To date, no re- 
sources have been dedicated to producing rental housing for people 
with incomes below 30 percent of the area median. In New Orle- 
ans — 

Ms. Waters, [presiding] Ms. Crowley, you will have to wrap it 
up and move forward so we can make sure our other panel gets up 
here sometime today. 

[The prepared statement of Ms. Crowley can be found on page 
267 of the appendix.] 

Ms. Waters. Next, we will have Mr. Tate. 

STATEMENT OF KIRK H. TATE, CHIEF EXECUTIVE OFFICER, 

ORION REAL ESTATE SERVICES, ON BEHALF OF NATIONAL 

MULTI HOUSING COUNCIL 

Mr. Tate. Chairman Frank, Ranking Member Bachus, and dis- 
tinguished members of the committee, my name is Kirk Tate, and 
I am the chief executive officer for Orion Real Estate Services 
based in Houston, Texas. 

In the days, weeks, and months following both Hurricanes 
Katrina and Rita, I acted as the liaison between apartment owners 
and operators and the City of Houston. I am here today on behalf 
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of the National Multi Housing Council and the National Apartment 
Association. I will focus my statement on the lessons we learned 
with regard to the Federal response to providing rental housing as- 
sistance to displaced families and the recommendations we have for 
housing long-term disaster evacuees. 

Since I am from Houston and my firm manages 48 properties 
throughout the Houston area, I thought my own insight would be 
helpful as we began to plan for future disasters. At the onset of any 
disaster, FEMA should have a process to quickly determine wheth- 
er the need for post-disaster housing will be a short-term or a long- 
term event. Apartments are not an appropriate response for disas- 
ters where evacuees will be moving home to rebuild within a mat- 
ter of days or weeks. 

Hotels are not cost efficient to house people in the long term. 
Apartments are a much better solution. The inappropriate response 
to what was clearly a long-term housing crisis resulted in millions 
of wasted Federal dollars. The average hoteFmotel rate at $59 per 
day works out to $1,770 a month, which exceeds the median cost 
of rental housing, even in some of the Nation’s most expensive 
housing markets. 

In order to provide shelter quickly, many apartment owners low- 
ered rents, waived security deposits and application fees and of- 
fered flexible lease terms. Although the apartment industry 
stepped forward to do what was asked of them when Katrina 
struck, our industry would not be as eager to assist in future disas- 
ters unless we all learned from the many mistakes that were made 
at the Federal level. 

I would like to first highlight our concerns and then provide rec- 
ommendations for housing evacuees in the future. We are con- 
cerned that the local fair market rent did not provide for an ade- 
quate number of apartments. We are concerned that with the pay- 
ment of utilities for the evacuees, the 403 program did not allow 
for us. We were concerned with the rental payment process and 
program. It was a disaster from both an evacuee and an owner per- 
spective. And finally, we did the right thing and housed people 
without a security deposit, which has left owners with no recourse 
for damages or lost rents. 

The future recommendations are as follows: FEMA housing pro- 
grams were not designed to handle long-term housing needs for the 
future. A single entity should administer the housing response to 
any disaster. While FEMA set no limits on the hotel rates, they 
would reimburse its housing program set a rent ceiling based on 
hub’s fair market rents, which, in many cases, are below the true 
market rates. HUD’s FMR’s are not sufficient to cover the rent in 
the majority of housing located in any American city, so rent levels 
should be established that more closely reflect the average rental 
costs in the affected cities. By limiting FEMA’s payments to Hous- 
ton, they restricted the number of apartments available to evacuees 
leaving more evacuees than eligible to apartment units. The Staf- 
ford Act should be permanently amended to allow utility payments 
for all housing-related programs. It could also allow for utility pay- 
ments sufficient to cover the actual cost of the utilities. 

It took way too long for FEMA to process rental payments to 
apartment owners. In the future, money should flow through the 
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government through a corporate lodging consultant type entity to 
ensure the evacuee has housing and the owner gets paid. And be- 
cause FEMA’s housing program did not provide evacuees with 
funding to cover security deposits, owners are now left without re- 
course for damages. Future Federal housing efforts should ensure 
that mechanisms exist to cover a security deposit. 

In conclusion, when Katrina struck, the Nation’s apartment own- 
ers did everything right. They stepped up and they worked with 
local communities to provide housing and other services to those in 
need. 

As an industry, we are very proud of our actions during a time 
of unprecedented national need. We took on business risks and po- 
tential costs inherent in solving such a massive housing crisis. 
Would we do it again? We would certainly like to, but after the 
Katrina experience, many apartment owners will be reluctant to 
accept a sizable number of evacuees unless they are convinced that 
the government has learned from its mistakes and has created a 
better disaster housing program. 

We look forward to working with Congress to ensure that future 
evacuees and the cities that help them are not burdened with con- 
fusion, debt, and heartache. 

I thank you for the opportunity to testify on behalf of the Na- 
tional Multihousing Council and the National Apartment Associa- 
tion and wish to offer our assistance to this committee as you con- 
tinue your important work. 

[The prepared statement of Mr. Tate can be found on page 379 
of the appendix.] 

Ms. Waters, [presiding] Thank you very much. 

Next we will have Mr. Mehreteab. 

STATEMENT OF GHEBRE SELASSIE MEHRETEAB, CO- 
CHAIRMAN AND CEO, NHP FOUNDATION 

Mr. Mehreteab. Congresswoman Waters, Ranking Member 
Bachus, and committee members, I thank you for inviting me to 
speak today. I am the chief executive officer of the NHP Founda- 
tion headquartered in Washington, D.C., with a regional office in 
Baton Rouge, Louisiana. In 1989, the National Housing Partner- 
ship, a chartered corporation, established the NHP Foundation, a 
nonprofit organization to address America’s affordable housing cri- 
sis. Since 1994, the NHP Foundation has preserved 44 properties 
totaling approximately 9,000 units in 14 States. Included in this 
portfolio are four properties damaged as a result of Hurricane 
Katrina amounting to 952 units in New Orleans and the vicinity. 

As many of you know, one of the challenges in the production of 
affordable housing is a financing gap primarily due to the in- 
creased cost of construction and the cost of insurance premiums. 
Despite the government’s attention and the commitments of the re- 
construction efforts, this financing gap is real and has significantly 
impeded the rebuilding efforts. There is now a significant need for 
grant funds from financial institutions and corporations. We be- 
lieve private sector institutions, especially those that have an inter- 
est in housing, can provide grant funds and close this financing 
gap. 
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To the extent of this capacity, the NHP Foundation has met the 
financing challenge through an innovative strategy combining pub- 
lic and private funding. The NHP Foundation plans to build 3,000 
affordable housing units serving approximately 12,000 people in 
the Gulf Coast region. The total cost of this rebuilding effort is esti- 
mated to be approximately $300 million. As a result of imple- 
menting our financial material, the NHP Foundation has made 
some modest progress on the ground. To date, I am very happy to 
report that we have 1,000 housing units under development and 
2,000 units in the pipeline in the State of Louisiana. 

The total cost of the development of the first 1,000 units is esti- 
mated to be $100 million. Towards this $100 million, we have im- 
plemented a financial structure composed of three funding streams: 
Low-interest, low-income house tax credit equity amounting to 45 
percent of our total funding; community development grant and 
private grants amounting to 25 percent of our total funding; and 
the remaining 30 percent was raised from conventional loans from 
Bank of America and tax-exempted bonds from the Bank of Lou- 
isiana. 

Our generous private sector donors included the Freddie Mac 
Foundation, the Ford Foundation, the MacArthur Foundation, the 
Bush/Clinton Katrina Fund, JP Morgan Foundation, and 
NeighborWorks America. The NHP Foundation’s modest progress 
does, in fact, prove that it is possible. Rebuilding is happening very 
slowly at this very moment. Our financial strategy could also serve 
as a model for either for-profit or nonprofit organizations. 

We believe that the mere construction of affordable housing is 
not enough. The NHP Foundation empowers residents to break the 
cycle of poverty by providing supplemental education programs for 
school-aged children and access to health and wellness opportuni- 
ties. In short, we must work to build America’s next generation. 

It is imperative that all of the people displaced by Hurricane 
Katrina are placed again as soon as possible. We ask that financial 
institutions and corporations increase their grant contributions and 
combine their resources with the private sector and help us close 
the financing gap. This approach will ensure that the Gulf Coast 
is rebuilt and our fellow citizens have the housing they need. 

Thank you for your time. 

The Chairman. Thank you for your time, namely for 4V2 min- 
utes. You are a role model, and not just in housing. 

[The prepared statement of Mr. Mehreteab can be found on page 
352 of the appendix.] 

The Chairman. Next is Mr. Perry. 

STATEMENT OF JAMES H. PERRY, EXECUTIVE DIRECTOR, 

GREATER NEW ORLEANS FAIR HOUSING ACTION CENTER 

Mr. Perry. Thank you. Chairman Frank, and Ranking Member 
Bachus, for allowing me to speak today. I regret to inform you that 
housing discrimination persists as a problem in New Orleans and 
Louisiana. I testified before this committee 1 year ago and talked 
about many, many problems that we face. Many of those issues 
persist and new issues have come up, the first issue in zoning and 
policy and discrimination by local governments. What has hap- 
pened is that local governments have sought to prevent minorities 
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from moving in through zoning. In 2006, Saint Bernard Parish 
passed an ordinance which restricted the rental of single-family 
homes to blood relatives of the property owners. Because 93 per- 
cent of the popululation in the Parish are white, African Americans 
and other minorities will be virtually excluded from renting homes 
in the Parish. The message was that no minorities were allowed. 
In order to fix the problem, my organization filed a lawsuit seeking 
a preliminary injunction prohibiting the Parish from enforcing the 
blood relative ordinance. We were granted that injunction, and we 
are still pushing in that fight. 

Both in the City of Slidell, Louisiana, and Jefferson Parish have 
engaged in comparable discriminatory efforts to restrict housing 
within their borders. Of significant concern for the Fair Housing 
Action Center are actions with regard to public housing. Prior to 
be Hurricane Katrina, the Housing Authority of New Orleans pro- 
vided housing for approximately 23,400 New Orleans families. In 
addition, there were 10,873 families who were on waiting lists for 
public housing. That demonstrates a need for public housing for 
34,273 families. Well, today, HUD has talked consistently about 
the disaster voucher program and about getting people back into 
public housing but their numbers show only 13,300 families are 
back in public housing, only about 38,000 of the people who needed 
public housing before the storm and even after the storm. This 
means there are 20,973 families who still need public housing and 
who are not being provided that public housing by HUD. We have 
seen that problem in our own work. 

I would add that one of the things that HUD has said is vouch- 
ers; we are giving vouchers on top of vouchers. There are two prob- 
lems. The first is that there aren’t enough vouchers and the num- 
bers indicate that. The second is that landlords consistently deny 
people who show up and say they have a voucher. We have a client 
who is a perfect example of that, a woman named Dasher Corner 
who had a disaster voucher, but ended up living in a car with her 
daughter after the storm because she couldn’t find a landlord who 
would accept a voucher. 

The most difficult thing about Ms. Corner’s case is that she had 
a preference to housing at the renovated St. Thomas housing devel- 
opment in New Orleans. But she was denied that housing because 
HANO had moved its own employees into the housing that was set 
up for her and for other residents of public housing. We ended up 
filing a lawsuit on behalf of Ms. Corner on that case to enforce this 
right to public housing that she and other residents had. 

The Chairman. When did this happen with HANO? 

Mr. Perry. We filed the lawsuit in the fall of 2006. The issue 
with their employees moving into the public housing complex was 
right after the storm. 

Mr. Baker. That was when HANO was under Federal adminis- 
tration. So it wasn’t under HUD, not the old HANO. 

Mr. Perry. That is the case. So we have advocated on behalf of 
our public housing residents. 

My concerns about public housing are far too excessive for me to 
discuss in 5 minutes. I have included many of them in my written 
comments, but I would invite the committee to talk with me about 
other concerns that we have. 
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Another issue is one that we talked to this committee about last 
year is discriminatory advertising on the Internet. I opened my 
comments that year and I quoted some of the ads. The first ad that 
I quoted to the committee was, “I would love to house a single mom 
with one child. I’m not racist but white only.” That was an ad that 
appeared on the Net trying to assist people looking for housing 
after the hurricane. We met with staffers of members of this com- 
mittee and we worked in order to figure out an answer. 

So we said that we would try to see if the lawsuits and so forth 
in that area would work out. Well, so far, those lawsuits haven’t 
worked out, there was a lawsuit against craigslist.com and 
craigslist actually won the lawsuit. It was ruled that they are not 
liable when people post discriminatory advertisements on their 
Web site. 

So I called upon the members of the committee to help to change 
the Communications Decency Act so discriminatory ads cannot be 
posted on the Net. If such ads were posted in The New York Post 
or The Washington Post, they would be held liable and they would 
be illegal. But just because it is an Internet ad, they are given an 
exception. And it is not fair. 

We have specific concerns about issues concerning people with 
disabilities. FEMA has worked to ensure that people are able to 
raise their homes by getting funding through FEMA and other 
sources. The problem is that none of the programs through EEMA 
or anywhere else provide a way for people who use wheelchairs to 
get up into a house after it has been raised. If a house is 10 feet 
tall and you use a wheelchair, you can’t get into it. 

Another concern for people who use wheelchairs or are otherwise 
disabled is that our State adopted a new building code. The build- 
ing code was a safe harbor. That means that it was okay enough 
so that it passed the test for the Americans With Disabilities Act 
and the Eair Housing Act so that people with disabilities would be 
able to use the buildings that were built under that code. Well, un- 
fortunately, our State gutted those provisions from the building 
code. So we need your help to urge the State to put those provi- 
sions back in to make sure that buildings in the city and in the 
State are accessible. 

These are some of our concerns and we have many more, but we 
thank you for the time, and we invite your questions. 

[The prepared statement of Mr. Perry can be found on page 358 
of the appendix.] 

The Chairman. Thank you, Mr. Perry. 

Before I forget, I want to note the issue of the immunity for the 
Internet is actually not, I think, within our jurisdiction. It is within 
the jurisdiction of the Committees on the Judiciary and Energy and 
Commerce. There is an effort to hold them responsible for content, 
and we will be talking to our colleagues about that fix. 

Mr. Bright. 
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STATEMENT OF EDGAR BRIGHT, III, PRESIDENT, STANDARD 

MORTGAGE CORPORATION, ON BEHALF OF MORTGAGE 

BANKERS ASSOCIATION 

Mr. Bright. Thank you, Chairman Frank, Congressman Baker, 
Congressman Jefferson, and the rest of the Financial Services 
Committee who are here in attendance. 

After the storm, I was faced with the immediate task of account- 
ing for my staff. All of them and their immediate families were 
safe, hut many of their homes were under water, including mine. 
This is a picture of me in a hoat coming from my home. 

Shortly after Katrina, we met in Dallas with our data processing 
company in Fannie Mae and began executing our disaster recovery 
plan. Our headquarters were flooded and we could not go back to 
our building for 6 weeks. We moved temporarily to Baton Rouge 
while a Standard Mortgage SWAT team pulled all essential data 
files from our headquarters. We instituted forbearance on all loans 
in the Katrina area. This caused major capital shortages for us. We 
borrowed significant funds to make investor payments and to meet 
payroll. 

We also made sure that our customers had access to their loan 
and insurance information. And we reassigned 75 percent of our 
staff to process the thousands of insurance loss drafts in the ensu- 
ing months. 

Of the 28,000 loans we served pre-Katrina, 20,000 were in a 
FEMA-declared disaster area. Of those 20,000 loans, 8,000 were in 
the highest impacted areas. The industry and our regulators also 
responded. The entire industry instituted broad forbearance and 
began to try to contact customers who had been evacuated and who 
were out across the country. The initial period of forbearance was 
critical in the short term, but it was granted at a price. Whoever 
services the loan has a contractual obligation to make payments to 
the investor, whether or not a borrower is making payments. 

The mortgage industry created a working group made up of lead- 
ers, servicers, and their trade associations to help work on imme- 
diate and longer term public and private sector problems and solu- 
tions. 

One of the problems we faced was the end of the first 90 days 
of forbearance when foreclosures usually begin on loans that are 
overdue. Working with all of the stakeholders, we were able to 
avoid disaster, and the industry practice was established that for- 
bearance in the worst impacted areas was continued and should be 
revisited every 90 days. This was a watershed event. Despite pre- 
dictions of mass foreclosures, virtually nobody impacted by the 
storm has been foreclosed upon. 

Our forbearance policies have worked immediately after the 
storm with almost 5,000 loans that were over 90 days past due. By 
September 2006, that number had fallen to fewer than 17,000, but 
foreclosures were begun on fewer than 4,000 properties, and most 
of these were outside the storm area. The fact that so many loans 
in these States are over 90 days past due, yet foreclosure rates are 
low, shows that there are thousands of people who continue to re- 
ceive forbearance, about 10,000 people in Louisiana and 4,000 in 
Mississippi. 
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The cost to the mortgage industry to offer forbearance on this 
scale is enormous. The interest payments that services must ad- 
vance to investors amount to an average of $10,000 per home per 
year. A reasonable estimate of the total out-of-pocket costs for lend- 
ers of these policies is $258 million. 

Congress and the President put the region on the path to recov- 
ery by funding the CDBG program. There are important lessons for 
future action, which I discuss at length in my written testimony. 
The National Environmental Policy Act or NEPA, hamstrung the 
States in how they could design their grant distribution program. 
The President should be able to activate the NEPA exemptions for 
the purpose of rebuilding housing. Second, Federal agencies are not 
permitted to give recipients of Federal assistance duplicate bene- 
fits. While in theory this makes sense, in practice it is causing defi- 
ciencies in funding. 

Third, valuations of damaged properties are often conducted nu- 
merous times by numerous agencies. And there should be some 
mechanism to share this information. 

Next, FHA generally pays an insurance claim when it takes title 
to a property as a result of foreclosure. To convey a property and 
convey insurance benefits, FHA requires that the property be 
picked up so it can be sold again. Obviously, events such as 
Katrina causes problems. 

Finally, VA should have the authority to waive requirement and 
declare no bids. The mortgage industry responded admirably to the 
many challenges of Katrina and Rita despite significant costs. We 
will do all we can to ensure that the region is better than ever. We 
have shown our willingness to sacrifice but that will not be enough. 
This is a national problem and national solutions need to continue 
to ensure that the region returns better than it ever was. 

[The prepared statement of Mr. Bright can be found on page 167 
of the appendix.] 

The Chairman. Thank you. 

Professor Richardson. 

STATEMENT OF JAMES A. RICHARDSON, JOHN RHEA PRO- 
FESSOR OF ECONOMICS, E.J. OURSO COLLEGE OF BUSINESS, 

LOUISIANA STATE UNIVERSITY 

Mr. Richardson. Thank you, Mr. Chairman, and members of the 
Committee on Financial Services. I am James A. Richardson, pro- 
fessor of economics in Baton Rouge, LSU. 

One of the items in the call of this committee is to connect the 
housing problems with the economic recovery issues, and I have 
tried to shed some light on that in my testimony. 

Prior to Katrina, there were about 620,000 people working in the 
New Orleans metropolitan area, which is a 7th Parish area. There 
were about 550,000 homes at that time. There was not a housing 
deficiency. 

After Katrina, and in 2006, we had about 450,000 people working 
in that metropolitan area, a reduction of over 30 percent. But in 
terms of housing, housing had declined by over 40 percent. There 
was a deficiency of housing of over 70,000 homes, which was made 
up by trailers, people living with friends and relatives, and by com- 
muting from areas outside the metropolitan area. 
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Now in the process, one of the results, obviously, is you have a 
shortage of housing, a deficiency of housing. You had price in- 
creases. The allowance for military housing in the New Orleans 
area jumped by 44 percent in 1 year. 

The Brookings Institution put out a Katrina index in which they 
surveyed apartment rents and over a 1-year period, they noted that 
apartment rents had jumped by about 44 percent. The New Orle- 
ans Picayune Times did a survey of housing from October just be- 
fore Katrina to October 2006. Apartments jumped by 70 percent. 
Obviously, this has an impact on lower middle income people more 
than it does on other income groups. 

But the other element we need to be aware of is that the housing 
deficiency over the next several years is not going to get any better. 
It is actually going to get a little bit worse if the economy grows. 
If you are able to increase employment over the next several years 
to about 500,000 people working, again, that is only 80 percent of 
what was there before Katrina. The housing deficiency would grow, 
even accounting for the fact that there will be some new buildings. 
And in addition, we assumed that the building would be twice as 
fast as had normally been done in New Orleans before Katrina. So 
housing deficiencies will grow. By 2008, the projection is housing 
deficiencies will be 130,000 homes. 

The question, is how do you make it up? Well, people could still 
be living in trailers 3 or 4 years after Katrina. That is a possibility. 
They have had other homes, as Congressman Baker talked about, 
Katrina cottages. You would have more commuting, or alter- 
natively the recovery just wouldn’t occur. It would be plateaued 
out, flattened out much earlier because there simply is not shelter 
for the workers and their families. 

You know, the question is how can we accelerate that and be up- 
front. One of my points is we have to have very realistic expecta- 
tions. We are dealing with a supply issue here. You don’t rebuild 
200,000 homes overnight. In fact, if you are to rebuild them at the 
rate that Louisiana built new homes over the last 10 years, it 
would take 15 years to replace all of those homes. 

So you are talking about not trying to be pessimistic, but trying 
to be realistic and we are talking about a long-term issue. It is not 
going to be over within a year or two. 

Now there are a couple of things that can be done. For example, 
I think it was mentioned several times today about extending the 
tax credits associated with Go Zone. There are about 17,000 units 
that are now underplanned based on tax credits that are supposed 
to expire by December 31, 2008, and that can be moved to 2009 
and 2010. That will permit those 17,000 new units to come online 
in an appropriate way. 

Another element is that they have the Road Home program. It 
has implemented a rental policy or rental program for lower in- 
come homes that have connected, they have price controls built in 
based on loans that they give out that will be given — become 
grants after a certain period of time if they maintain that low rent. 
It is going to be a long time process. But I appreciate your interest, 
your commitment, and your concerns. 

Thank you. 
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[The prepared statement of Mr. Richardson can he found on page 
363 of the appendix.] 

The Chairman. Let me begin with you, Professor, and that is we 
would throw in the — we think we have maybe $5- or $600 million 
to contribute from the DSE’s. But let me ask you this way. Looking 
at the current branch, forget about any new resources. What we 
heard was uncontested — 82,000 rental units were destroyed and 
there is a maximum number, about 32 or 33,000, that can be re- 
built using the CDBG. Do you see any other source under current 
proposals from HUD and elsewhere for making up that deficiency? 

Mr. Richardson. There are no other sources from the govern- 
ment that I can see. Only the private sector decided that it was 
something for them to do. 

The Chairman. That the private sector would decide that build- 
ing housing for low-income people from New Orleans was profit- 
able. And the likelihood of that. Professor? 

Mr. Richardson. Well, it is not a very likely thing right now un- 
less there are other things to do. 

The Chairman. And the private sector is a valuable participant, 
but only with the right kind of incentives, and I think you help us 
make the case for other ways to supplement the resources. 

We ought to be very clear. This is uncontested. Under the cur- 
rent set of public policies in place, the result will be a reduction 
by more than half of the number of rental units available in the 
City of New Orleans. That makes it a very different City; a City 
much harder for low-income people. It will have negative economic 
consequences, as you point out, because of the destruction of rental 
housing and the failure to replace it means you don’t have that 
work force. So then the question is how do we replace it, and to 
Mr. Mehreteab, whose work I am familiar with, obviously we are 
not going to make it all up with the Federal funding, but we talked 
in my office. 

Do I remember correctly, Mr. Mehreteab, that I believe that if we 
put some public resources in there was kind of a gap filler along 
with the extension of the tax credit? Nobody has to waste any time 
talking about that again. That is done. I spoke with Mr. Rangel 
when I went over to vote. He is the chairman of the Ways and 
Means Committee. We will extend those tax credits. I can’t believe 
there were many opponents to that. I would even venture to say 
that it might even pass the United States Senate quickly, although 
I don’t want to bet on it. 

But Mr. Mehreteab and any others, what else can we do in terms 
of resources and what kind of multipliers could we expect if we 
make some resources available? 

Mr. Mehreteab. You are right. Congressman. I don’t believe the 
issue is extension of the low-income housing tax credit; one way or 
another it will be extended. As you and I discussed in your office, 
there is approximately $160 million of annual tax credit which 
should generate $15 billion. With that much money, if you take my 
formula of 45 percent, we are talking about, we might be able to 
raise another $10 billion or so. But there is a gap of approximately 
$500- to $800 million. That money is not available in the commu- 
nity. That money is not available to the tax credits. It has to come 
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from some other institutions that have good reason to believe that 
they ought to do it. 

What we have covered in the — what I presented to you is that 
we were short 10 to 20 percent per project. We went to the Ford 
Foundation, which I happened to have worked there so it was 
much harder to get money, and we went to the Bush and Clinton 
Administrations, and the others, but that is a very, very small 
amount of money. So as you have suggested — 

The Chairman. I appreciate that, and you said we should find 
some institutions that think they ought to — two that come to my 
mind are Freddie Mac and Fannie Mae, and what they think they 
ought to be able to do ought to be in law. I hope we will go forward 
with that. 

The numbers you give, reassure me that is money that can be 
strategically — that it would leverage the money and we will be 
looking for input from many of you because the gentleman from 
California has correctly said that we now have to focus on how it 
is spent and how it is done appropriately. We will be looking at 
that. 

I am going to yield at this time and recognize the ranking mem- 
ber. 

Mr. Bachus. I thank the chairman. 

What the chairman is talking about is a housing fund that he 
has proposed under the GSE bill, the funding for the first 2 or 2 V 2 
years would go to Katrina rebuilding; Katrina housing is what he 
is referring to. 

Let me just say one thing. Reading your testimony, it was all 
very interesting. 

Ms. Crowley, one thing I noticed is that we have heard a lot 
about practice, the parity of funding between Mississippi and Lou- 
isiana, but one thing you mentioned, I don’t know if you mentioned 
this in your oral or written testimony, you said that Texas sus- 
tained direct damage from Hurricane Rita and sustained more 
Katrina evacuees than any other State. So far, Texas has received 
only 3 percent of housing funds. So in your estimate, Texas was not 
treated fairly. 

Ms. Crowley. I don’t think Texas was treated fairly at all. I 
think that both the damage that was done by Rita but also the 
enormous burden that Texans took on as the result of the evacu- 
ation was extremely expensive and the reality is that many of 
those folks who evacuated to Texas are going to stay there. The 
polling data that has been done with evacuees in Texas generally 
show that about half of the folks want to stay and the other half 
want to return home. That may or may not be their sentiment 
today; it was at the moment of the instance. 

And housing needs in Texas need to be dealt with as well. One 
of the things about — the important things about the affordable 
funds in the housing bill, in the GSE bill, is that it would go di- 
rectly to States whose housing markets were impacted by Hurri- 
cane Katrina. So some of that money could go to Texas, and I think 
that would be an important part of whatever distribution system 
was developed for that. 

Mr. Bachus. Thank you. I would say the only response I would 
give is that the magnitude in Louisiana just engulfs all. In Ala- 
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bama, we lost homes, but when it is a small hurricane, the econ- 
omy bounces back fairly quickly and this just in Louisiana, and I 
think Dr. Richardson, your testimony, this is something that occurs 
about once every 100 years. That we are dealing with a totally dif- 
ferent animal, not only in size but in character. 

Mr. Richardson. Katrina was not your normal everyday hurri- 
cane, and I am not sure we have ever had to respond to one, at 
least in our lifetimes. It has been probably 100 years since we have 
had a storm like this, and there is no doubt that, to a certain ex- 
tent, it overwhelmed our institutions. Federal, State, and local. 
And we are now trying to learn from it. This was not a catastrophe; 
it was a megacatastrophe. I think, as a country, we need to know 
how to learn how to deal with it more appropriately, more quickly, 
and more effectively. 

Mr. Bachus. You mentioned the refugees — I am sorry, the evac- 
uees, still in Texas, some may want to return, some may not; of 
course it depends on their job situation. They may want to return 
but there are no jobs in New Orleans. So do they want to return 
or do they not? I mean it is a — I’m not sure how you would cat- 
egorize someone who has a job in Texas and not in New Orleans 
so they don’t want to return. 

Mr. Richardson. In New Orleans right now, you find “help 
wanted” signs every place. In Baton Rouge, throughout the south 
part of Louisiana, there is not an issue of jobs that are available. 
The issue is that workers are not available simply because of the 
shortage of housing, and shortage of other things, too. Other people 
live in other cities and they have accepted that. 

Mr. Bachus. That leads to another point. I have heard the ques- 
tion posed, is it the chicken or the egg? You know, did the — is it 
housing or is it jobs? So actually what you are saying is that it is 
housing. 

Mr. Richardson. The jobs are there. It may not be the job that 
they had exactly, but the jobs are there in terms of, we talked to 
the people, and talked to the businesses; they need workers. 

Mr. Bachus. I will ask the whole panel. Has there been any sur- 
vey or study done of the number of residents who were displaced 
and have not returned? What percentage of them want to come 
back and how many of them have made a decision to permanently 
relocate? 

Mr. Mehreteab. My answer is not scientific, but as I have indi- 
cated to the committee, we had 952 units that were destroyed. Our 
property management informs me at least 85 percent of our resi- 
dents would like to come back. Again, that is not a scientific an- 
swer, but based on the 952 units we own, and they were all de- 
stroyed in New Orleans and Jefferson Parish, 85 percent of the 
people continue to call and want to return. We have not heard from 
the other 15 percent, and today, 5 percent of the people are all over 
the country. Again, that is not scientific. 

Mr. Bachus. Mr. Bright. 

Mr. Bright. This was in response to an earlier question on the 
multiplier effect. I think one thing is that they have these housing 
agencies around the country, and in Louisiana there is NOMA, as 
a multiplier effect. There is an institution that is a government in- 
stitution that works with the private sector. So, for instance, any- 
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body can originate their loans, and if as a multiplier effect, you 
could direct some extra money to that institution that is already 
working that deals with big numbers, I think that would be some- 
thing that would give you a multiplier effect and it goes for low- 
to moderate-income. 

Mr. Bachus. You say if we directed funding or if we decided to 
address the lack of affordable housing or the lack of homes, hous- 
ing in the New Orleans metropolitan area, that that would be a 
way to approach it? 

Mr. Bright. If the interest rate on a 30-year mortgage is 6 per- 
cent, the LFHA might be 5 percent. So you could maybe do some- 
thing where you put some of these CBDG moneys where you could 
address the high percentage rates possibly or go towards construc- 
tion loans or something like that, and then maybe offer even a 5 
percent or a 4 percent and it would not cost, in the grand scheme 
of the numbers that I am hearing around here, it would not be as 
costly. I mean, $100 million, that is a big number to do a lot of 
work. 

Ms. Crowley. On your question about polls. I just — there have 
been some policies and I have here, a Zogby poll that was done for 
the City of Houston and in 2006 — 

The Chairman. How did Mr. Creen do in that poll? 

Ms. Crowley. And at this point they were talking to evacuees 
from both Katrina and Rita and 58 percent intended to stay in the 
Houston area. Now having said that, I think that it would be 
money well spent if we did two things. One is do a representative 
survey of all of the HUD-assisted households who have been dis- 
placed, and HUD says there are 32,000 of them. I am concerned 
that Mr. Bernard! is saying only 12,000 are still getting disaster 
vouchers. I don’t know what else they are getting. The last we were 
told was that 22,000 were getting disaster vouchers. So they know 
where they are. 

And all of this notion about the future of public and assisted 
housing needs to be done with some scientific understanding about 
what it is that the residents’ intentions are, and we could do — ^very 
easily do a good survey that would represent those folks. 

In terms of the broader population, we have no good data about 
what their intentions are and what their current situations are, 
how they are faring, and it is a real lack in terms of being able 
to do effective planning. 

The Chairman. I did want to say this. Frankly, I think the likeli- 
hood of our being able to get nearly back to where we used to be 
is so slight that we are not going to run out of people who want 
to come back. I mean, sadly, the percentage of people who want to 
come back, I am afraid, may be academic. We will be doing well 
to allow even half of them to return. We are going to work very 
hard to do that. And I think that is the reality that we will almost 
certainly wind up with — more people who want to return than we 
can accommodate. 

The gentlewoman from California. 

Ms. Waters. Thank you very much. I have several questions 
here. 

Let me start with Ms. Crowley. Ms. Crowley, you had some very 
direct suggestions about what to do with public housing. Have you 
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been in interaction with the advocacy project, the lawyers who are 
representing the tenants? Has there been any discussion with them 
about some of this things you see, and do they make good sense? 

Ms. Crowley. I had a discussion with Judith Browne about it 
several months ago, but have not had a discussion with her re- 
cently. I have been following what they have been doing with re- 
ports from other folks but not direct discussions. 

Ms. Waters. In your recommendations, you did not recommend 
phased development at any of these public housing projects; is that 
correct? 

Ms. Crowley. We have recommendations about New Orleans 
public housing, in particular it is about all public housing in the 
Gulf. The recommendations are that if it can be repaired, it should 
be reopened. If it cannot be repaired, then it must be redeveloped. 
We should do it on a one-for-one replacement basis, and there 
should be an absolute right to return. 

The rub is who determines what is repair and what is redevelop- 
ment, and I am not sure that we will know the truth about that 
because there are competing experts, now, with opinions about 
that. 

Ms. Waters. When you are talking about a development, say, 
like Saint Bernard with all of the units, I don’t know how many, 
in their 1,400 units or so, are you talking about some parts of it, 
or are you talking about all of it? Obviously, there may be different 
levels of disrepair. Are you suggesting that some of it should be 
saved if it can be, if other units cannot because they are in terrible 
disrepair, or are you talking about if there are enough units that 
are in good repair that you save the whole project? 

Ms. Crowley. I think it depends on the particular building. But 
let me just say that I think it is a mistake to say well, there are 
30 units in a building and 5 of them are habitable. So I am going 
to let folks move into those 5 because then you have 25 vacant 
apartments that are serious problems. So I don’t think that is a 
community. I don’t think that is an answer. 

I think it has to do with the configuration, and if you can — you 
can pick a particular building that is not as damaged as another 
and bring that back and move folks into that, the notion that peo- 
ple can go back to their own units, if the units are scattered all 
over the place, I think, is not realistic. 

Ms. Waters. You mentioned a moratorium. That kind of conflicts 
with what you are describing now. 

Ms. Crowley. No. The moratorium is on demolition of the public 
housing in the Gulf that is currently occupied. Anything that is oc- 
cupied should be continued to be occupied until we have solved the 
other problems. We don’t need to do any demolition plans on any- 
thing that is occupied. There is discussion about — 

Ms. Waters. We have public housing developments where you 
have partial occupation. You have units that were boarded up be- 
fore Hurricane Katrina and Rita and you have units that have 
been vacated, and you have units where you may have a few peo- 
ple. What do you do with that? 

Ms. Crowley. I think that is a very dangerous situation for the 
people who are there. And I think that it is really important to fig- 
ure out what the best choice is for those folks. 
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On the issue of the moratorium, let me say that part of the impe- 
tus for that is the discussion for public housing in Mississippi that 
was not even damaged in the hurricane which — where people never 
even evacuated, where those housing authorities were proceeding 
with demolition plans as if the hurricane had never happened. So 
we don’t want that to be the case. 

When it comes to New Orleans, and I have been to all of the pub- 
lic housing in New Orleans; I have been to visit all of it. And I 
think you have to answer it on a case-by-case basis. 

Ms. Waters. Mr. Mehreteab, you are developing 1,000 units in 
Louisiana, is it? 

Mr. Mehreteab. Yes. In New Orleans — Jefferson Parish and a 
place called Saint Charles. 

Ms. Waters. Did you have a difficult time doing the land pack- 
aging on that to be able to develop those units? 

Mr. Mehreteab. Some of those we already owned that were de- 
stroyed. Some years we had some putting the one acquisition in the 
new places. 

What we did. Congresswoman, I mentioned to you that we had 
four properties that were destroyed. One was in New Orleans off 
I-IO, and we decided to completely demolish that building, so we 
are starting from scratch. Another was in Algiers. That one was 
100 percent destroyed, but we were able to maintain the structure. 
And the last one was in Jefferson County. But we did have difficul- 
ties; I don’t want to give the impression that this was an easy proc- 
ess. 

Ms. Waters. No. You have indicated pretty well that the financ- 
ing is complicated and you seem to suggest that no private con- 
tractor coming in to build low- and moderate-income housing can 
do it without subsidies and grants, and the mix that you put to- 
gether seemed pretty extensive and complicated. And are you basi- 
cally saying that is the way it has to be done? 

Mr. Mehreteab. Well, our trip objective is to provide quality 
housing, but also to maintain our rents. Our rents range between 
$130 to $820 a month, and the average cost to buy is $100,000. Tax 
credit alone and community development grants alone would not 
cover those costs. So, as I have indicated, we went to at least six 
or seven different financing sources. 

You may recall. Congresswoman, I came to your district with 
Mrs. Shockley many years ago. 

Ms. Waters. I can’t remember those things, I am so old. Were 
you there? 

Mr. Mehreteab. Yes, I was. 

Ms. Waters. How many years ago? 

Mr. Mehreteab. Right after you took office. 

Ms. Waters. In 1991? 

Mr. Mehreteab. 1987 or so. 

Ms. Waters. I don’t remember. 

Mr. Perry, your work has not been unnoticed, and I was just 
talking with my staff, as I did recall your testimony about the zon- 
ing and the disabled and other kinds of issues that you have 
brought to our attention, and I am asking my staff as we look to- 
ward developing comprehensive legislation to deal with some of 
these problems, how can we can we make sure that Federal money 
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cannot be used in jurisdictions that are proven to be discrimina- 
tory? Some of the issues that you have raised, like the zoning, we 
may not have the answers for, but we are listening. We do have 
an opportunity to provide leadership on these issues now, and I 
will certainly pay attention. 

Mr. Perry. I didn’t mean to imply that you weren’t paying atten- 
tion. As a matter of fact, when the issue came up with Saint Ber- 
nard Parish, I was immediately contacted by members of your and 
Representative Frank’s staff, and they worked with us on that 
issue. So we know that the commitment is there, and we look for- 
ward to working with you in the future to ensure fair housing on 
the Gulf Coast. 

Ms. Waters. Thank you very much. 

Let us see who is next. Mr. Green. 

Mr. Green. Thank you. Madam Chairwoman. 

Mr. Tate, you indicated in your testimony that the landlords had 
no recourse for damages suffered. Could you please give us the cat- 
egories of damage? You might not be able to give us a dollar 
amount, but give us a category of damages and indicate whether 
or not there can be computed some estimate as to what the amount 
of damages are, whether you can give me that number now or not. 
I am just curious as to whether there is a methodology at which 
you can arrive at a number. 

Mr. Tate. There are different types of damages that apartment 
owners sustained. Actual damages done to the sheetrock, carpet, 
etc. Damages of appliances being taken. And then the actual rent 
loss damage. How did we have rent loss damage? Let me explain 
that as we go through the course of the termination notices coming 
from FEMA that we are going to stop paying and recertify viola- 
tion. 

There were a lot of people who failed to recertify. Whether they 
were eligible to recertify or not are two different questions. But the 
fact is that rent stopped being paid for those people. 

And those folks had really nowhere to go. They remained in the 
apartment. And after trying to work with these folks, trying to 
communicate with FEMA, and communicate with the City of Hous- 
ton, once it was determined that no rent would be coming to these 
folks, apartment owners were then forced to do something they 
really didn’t want to do and that was to file an eviction in the local 
JB court, and they would file the eviction. Eventually the day 
would come and they would appear in court and either be granted 
an eviction some weeks later, or that particular resident would be 
represented by free legal aid that would then file either an appeal 
or file a property affidavit again extending the period of time an- 
other 30 days before another hearing and attempt to have the 
apartment vacated. 

So in many instances, the apartment remained occupied with no 
rent being paid on it for as much as 90 days after the rent ceased. 

Mr. Green. Having been president of the Houston Apartment 
Association, is there a means by which you can calculate some esti- 
mate of what these damages are? 

Mr. Tate. Most apartment management companies and opera- 
tors, when an apartment finally is vacated, they will complete what 
is done as a security deposit disposition report. Because normally 
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we have 30 days in which to refund a security deposit or apply 
charges against it. 

Mr. Green. Is the answer yes to this one because I — 

Mr. Tate. Yes. 

Mr. Green. Mr. Perry, sir, you indicated that housing discrimi- 
nation still exists. What about with reference to language in terms 
of the Asian community? Did you encounter housing discrimination 
not only with the ethnicity but also with the language, and if you 
could be brief with that. I have one follow-up. 

Mr. Perry. You know, I think it is happening, but I will be quite 
honest that our organization was not as prepared as we would have 
liked to have been for people who don’t speak English. That is one 
of the ways that our organization has had to grow over the last 
several months post-hurricane. For example, we have had a great 
influx of Latinos in New Orleans, so we have to grow to learn how 
to assist that population. 

Mr. Green. Would it assist you in acquiring empirical data to 
have access to what is called testing? Are you familiar with test- 
ing? 

Mr. Perry. You know, it is the most important thing that we 
use. I would say in a few months, we are probably going to have 
a press release about several big cases where we found cases dis- 
criminated based on race and the fact that they have children. The 
only way we were able to find discrimination was through testing. 
And we did about 30 tests last week, and in the majority of those 
tests, we found discrimination. 

Mr. Green. Mr. Chairman, if I may, I have before me a report 
from Fair Housing, the National Low Income Housing Coalition, 
that addresses the deficit of affordable housing units available in 
the Gulf Coast area. May I submit this for the record please, if 
there is no objection? 

The Chairman. Without objection. 

Mr. Green. I yield back the balance of my time. 

Thank you. 

The Chairman. Mr. Baker. 

Mr. Baker. I would like to address this to you. Professor. Rel- 
ative to your commission’s observations and the necessity of hous- 
ing first, as I understood your presentation, the average home, 
number of homes constructed in the State over the past decade has 
averaged something in excess of 13,000 but that is a statewide 
number. Do you have any tab that tells you what that number 
looked like in the New Orleans metro area before the storm? 

Mr. Richardson. In the New Orleans area, it would be 30 to 35 
percent of that. 

Mr. Baker. In your normal recovery efforts, that would take 
using the 15,000 figure, you are really looking at decades if you 
take the traditional historic construction norm pre-Katrina for the 
Orleans metro area. 

Mr. Richardson. If you take that number, you are looking at 40 
years. 

Mr. Baker. Obviously a time horizon which is not acceptable to 
most us of us. 

I am also correct that there are speculators in the market who 
are buying up distressed properties where they can get a particu- 
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larly attractive price on a good corner or a very nice private resi- 
dence. I spoke with a fellow in the Baton Rouge Airport just this 
week who was a former New Orleanean, and who lived in Lake 
View, who had not only relocated his residence but his significant 
business to the Baton Rouge area and did not have an intent to go 
back. He had sold his home to such a speculator. And he is a very 
sophisticated smart business person, but he had bailed out. My 
concern going forward is not just the slow pace of recovery if we 
resume the normal historic development rate but that, with the ad- 
vent of speculative interests now in the market who don’t have any 
particular interest in doing anything but holding, that is also going 
to be an additional drag on the recovery. 

Further, in talking with business communities’ leaders in the Or- 
leans area, there are several prominent restaurants which are hav- 
ing trouble because they don’t have customers. It is no longer a 
question of not having staff. They don’t have people coming 
through the front doors to pay the bills. So we really do have a 
need for the restoration of affordable housing, but we need to have 
a more economically broadbased plan than just addressing the 
shortfall and affordable housing if the historic nature of this city 
is ever going to recover. It really needs to be a small business- 
homeowner-affordable housing endeavor with the addition of essen- 
tial public services. You are not going to move into a new subdivi- 
sion if there are no policemen or firemen or schools. 

To date, I don’t think there has been any plan developed or 
talked about on any scale, whether it is a single community or a 
stormwide imprint that encompasses all of those elements. Isn’t 
that really what is needed now rather than the Road Home alone? 

Mr. Richardson. Yes. Congressman Baker, you mentioned a 
number of items that are all very important. In an ideal world, we 
would solve all of these issues simultaneously. Unfortunately, our 
world is not ideal all the time. We have to start someplace, and 
housing is a place to start. 

But you are absolutely correct. In New Orleans right now, if you 
look at the employment base and what can come back, certainly 
the tourist base, but if they don’t come back, those restaurants you 
are talking about, the ones that have complained to you, and com- 
plained to me about not having enough customers throughout the 
day, they are thinking about closing down. It would be an enor- 
mous shock to that community if certain restaurants closed down. 

Mr. Baker. I think it is across-the-board. I have talked with a 
guy who is in a radiator and brake repair business. All of his em- 
ployees were back. His house was fine. He didn’t have anybody in 
his business, and I don’t know where he is now. That was about 
4 months ago, but he was at the point of having some difficulty 
with his lender over the status of his business loan. I know you 
can’t do all of it at once, but we at least ought to be talking about 
it. 

Mr. Richardson. You have to have all of these elements if you 
are going to come back to New Orleans. For example, if you walk 
around New Orleans, you see different things happening in dif- 
ferent neighborhoods. Gintilly, which is a neighborhood right by 
Dillard University, old fashioned New Orleans homes, middle in- 
come, lower-middle income families, you see more trailers per block 
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in that neighborhood because those people are back working on 
their homes themselves. 

You go to Big City, which is down from Canal Street — 

Mr. Baker. If I may, I don’t mean to cut you off. I am out of 
time, but one other further observation, if we were to select an area 
and go in and do the kind of multi-family mixed use development 
where we brought in the affordable housing, some commercial sites 
reserved for the bakery, the dry-cleaner, some middle income hous- 
ing, that is the kind of mixed use pilot that would offer a great deal 
of hope for people out of all of this despair to see a few city blocks 
to recover would be enormously helpful. 

Mr. Richardson. I think that would be one of the barometers we 
are moving. Right now, it doesn’t look like we are moving. We need 
a barometer. 

The Chairman. I thank the gentleman, and because we had we 
had two Democrats in a row, we will now go to Mr. Roskam. 

Mr. Roskam. Thank you, Mr. Chairman. 

Mr. Tate, just a quick question. The membership that you rep- 
resent, you raise the issue of concern about damages. But has your 
membership made money off of the rents and so forth? I mean, the 
bottom line figure, are you in the black or in the red based on — 

Mr. Tate. Certainly, some apartment communities may have 
fared well; at least two corporations came and took lots of apart- 
ments. I know of a property that went through the court of appeals 
and that worked out okay. But the majority of the apartments that 
were leased by the City of Houston are contracted, so no, they did 
not fare well. They spent millions of dollars. I understand that 
right before the folks arrived in Houston, they were coming from 
Louisiana. 

We had to prepare almost 40,000 units. We spent millions of dol- 
lars on vendors — painters, carpet shampooers, and cleaners. We 
had to get all of these apartments ready for these folks to move in 
because they are not always ready sitting there vacant and ready. 
So we spent a lot of money getting them ready. We moved people 
in, and in some cases, they were there a short period of time, 
maybe 2 months, maybe 3 months, maybe they were there for a 
longer period of time. But then they left, and we still have about 
14,000 left. 

So about 22,000 have vacated. I dare say that of the 22,000, very 
few of them were left in a condition that we could lease them again 
without spending a lot of money to have those apartments prepared 
again for another move-in. 

Mr. Roskam. Was it primarily the damage issue, or was there 
something else, or is the difficulty really the damage situation? 

Mr. Tate. The difficulty is the damage and the amount of time 
that it took to receive the rent. When we first started moving peo- 
ple in, in September and October, rental payments did not start 
coming to these properties until December or January. 

Mr. Roskam. Did they make it? In other words, did the right 
amount eventually arrive so you lost the value of that money? 

Mr. Tate. Right. Lost. 

Mr. Roskam. So you lost the value of the money in the interim. 
In other words, you lost the value of those dollars, your control 
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over those dollars in the interim but eventually the right amount 
showed up? 

Mr. Tate. In most cases, the right amount showed up and we 
were finally able to pay all of the shampooers and the painters and 
the folks who cleaned the apartments back in September and Octo- 
ber. We weren’t able to pay them until almost January or Feb- 
ruary. They were small business owners that operate. 

Mr. Roskam. Mr. Bright, just a quick question. 

Well, what you described was really fascinating to me. The idea 
that very low default rates in this whole situation, was that inten- 
tional? I mean, did everybody — is this like the scene in, “It’s a 
Wonderful Life”, you know, when George Bailey gets what is going 
on and nobody panics and everybody says, “Okay, let’s not sell to 
Mr. Potter.” Did everybody in the industry say, “Look, if this all 
goes, this implodes into a financial sinkhole and we are all losers 
here, so let us be good to one another and go very, very slowly.” 
Is that essentially what happened or was there something — in 
other words, are you guys this good? 

Mr. Bright. Well, it is a terrible disaster, so you don’t want to 
say that. 

Mr. Roskam. In terms of the response. 

Mr. Bright. I believe that it really did work well. By us giving 
this foreclosure, by not having any foreclosures it did two things: 
Number one, if you had foreclosed on all of these properties, it 
probably would have driven the values of properties down. It could 
have gotten into a vicious circle of property values going down, 
down, down. 

And then secondly, it gave people a chance to get back on their 
feet, namely there is this thing called forbearance, and really, gov- 
ernment officials or whatever people said let us give mortgage hold- 
ers forbearance. 

Mr. Roskam. Is forbearance a term of art? 

The Chairman. Yes. 

Mr. Bright. It is a term of art. 

The Chairman. Yes, in the sense that it is a specific weak term 
with legal meaning, and in fact earlier today I released a letter 
that we received yesterday from the five bank regulators, the credit 
union, the Federal Reserve that controls the currency, and the 
FDIC and OTS, reiterating their encouragement to the lenders to 
show forbearance. 

Mr. Roskam. So they will not hammer — 

The Chairman. Right. As long as we talk about an ultimate path 
to repayment, they will not in any way penalize people who go out, 
stretch out, and forbearance in that specific — 

Mr. Roskam. Okay. 

Mr. Bright. If you will, I would like to go down that road a little 
bit. What it means is, what was done is, people were told that they 
did not have to make their mortgage payments, so it first went on 
for 90 days. We still have people who are not making their mort- 
gage payments, 18 months later, or whatever it is. Now, for the fi- 
nancial system in the United States to work, there are bondholders 
that own these bonds, and those people have to get their payments. 
So it is like we are a private company and you had certain people 
say don’t charge — don’t make people make their payments, but we 
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have to forward the tax and interest to the bondholders, specifically 
in the FHA program. We were required to do that. 

So in our case, we are having to front, you know, on a $100,000 
loan which we make $250 a year on, we are having to front about 
$10,000, I think is what we figured — $12,000 say a year to — now, 
we eventually hopefully will get the money back, but in the case 
of FHA loans — now this only occurs when you foreclose on some- 
one, and you can see there has practically been no foreclosures tak- 
ing place in Louisiana for the reasons that I was just talking about. 
But at some point you are going to have to foreclose on people; 
namely, you have to dispose of the property. You have to come up 
with something to do with the property. Right now the borrower 
still owns it. So in the case of FHA — and this is just something 
that does not work in the case of Fannie Mae and Freddie Mac. 
They do things a little bit differently. But in the case of FHA, when 
we foreclose on the borrower, and the borrower may not have ap- 
plied for the Road Home money. They would have been eligible for 
the Road Home money, but they didn’t apply for it for whatever 
reason, so they are distraught, for whatever reason. A lender can’t 
apply for the Road Home money, but we now need to foreclose, in 
the FHA case. We have to bring the property value back up to its 
usable condition before you can convey that property to the FHA, 
and in order to do that — you have heard all this description of how 
the properties have laid fallow and things like that, it will take just 
it is — you could lose — if the house was worth $100,000, it might be 
worth, you know. Congressman Baker would know, but maybe it 
is only worth $20,000 for the lot. So the lender would have to take 
a hit. 

The Chairman. We are running out of time. I just will say two 
things. I believe it may have been Mr. Miller of California who 
brought that particular FHA issue to our attention, and that is 
something fixable by us and it is statutory, you understand. We 
make the laws. So that is a law, and if the FHA is imposing a re- 
quirement that is not right, we can change that requirement. You 
are shaking your head. 

Mr. Bright. It would be a huge benefit. 

The Chairman. But I need to encourage people — it is true, if you 
are in court, or you are elsewhere, the law is a fact of life that you 
have to confront. We change laws, that is our job, so if there is a 
rigidity in the FHA, and in fact I believe we are already talking 
about that issue, we can give authority — not as a blanket matter 
but in these kinds of situations to deal with it. So the other thing 
I would say is this, with regard to Fannie Mae and Freddie Mac, 
and it is part of another argument that Fannie Mae and Freddie 
Mac have been able to show some forbearance if they haven’t 
securitized the mortgage. That is, for mortgages that are still held 
in Fannie Mae and Freddie Mac’s portfolio, we have asked them to 
show some forbearance. If they have sold it into the secondary mar- 
ket, they are in the same shape you are in, where they have obliga- 
tions and therefore that can’t be done. 

Mr. Bright. At least in that case, it is Fannie Mae and Freddie 
Mac’s obligation, and not my obligation. 
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The Chairman. I don’t mean to — but that particular perspective 
is not the one we take in public policy. I understand your concern. 
We have to look a little bit more broadly. 

Mr. Perry, and then we will move on. 

Mr. Perry. Just really quickly, I agree for the most part with 
Mr. Bright, but I would note that there is one segment of the lend- 
ing population that hasn’t done as good of a job, and that is with 
respect to subprime lenders. My organization has a hurricane relief 
project where we work with people who have difficulty with their 
loans and we have seen significant problems in the subprime mar- 
ket, particularly people who have predatory loans, and there is one 
loan in particular, it is the 228 loan. 

The Chairman. We appreciate that. We will be dealing sepa- 
rately with the question of predatory loans. 

The gentlewoman from Wisconsin. If you want to talk, go ahead. 

Ms. Moore oe Wisconsin. I am stunned that I get a chance to 
talk. How are you? This is such a distinguished panel. I just want 
to thank the chairman and the subcommittee chairwoman for 
amassing this particular panel because I think it really has given 
me a picture, a complete picture of some things that are happening 
in New Orleans. I have listened very carefully and what the picture 
that is emer^ng — I guess I just want to throw this out and ask you 
what you think of it. It seems to me that we are looking at — one 
of the 800-pound gorilla that is in the room is — and I don’t see it 
reflected in any of the testimony, is the actual environment and 
what portions of New Orleans can actually be rebuilt. 

Secondly, you have talked about the high labor costs that exist 
for rebuilding New Orleans and of course that provides a difficulty 
in financing for the creation of low-income housing — I think Mr. 
Mehreteab — I am sorry if I mispronounce your name — that you 
have had to use a lot of creative financing to pull together more 
financing. I think Ms. Crowley talked about the fact that there is 
so much deferred maintenance on public housing in the first place, 
hidden in there with public housing, and there is a question about 
what you can rebuild and what you can’t rebuild and what the 
costs of that will be. I think Mr. Bright talked about the tremen- 
dous effort that has been made on the part of the mortgage bank- 
ers to forbear and their touting a pristine record of really not that 
many foreclosures, which I think speaks of the particular class of 
people. These are homeowners that you are dealing with, and I 
think Mr. Perry made the distinction that these are not home- 
owners at the lower end of the income spectrum necessarily. Dr. 
Richardson’s research talked about the economic factors, the fact 
that you were attracting a different kind of labor force to New Or- 
leans, and of course I am so sorry that the gentleman from the 
rental organization had to leave, but I do think that we have seen 
rents in the New Orleans area skyrocket, and I guess I say all that 
to say, are we looking at rebuilding a New Orleans that is going 
to be populated by the survival of the fittest? Are we going to build 
a New Orleans that really is going to be a middle class population? 

I am concerned. That is a question that I have pondered pre- 
viously, but after hearing this panel I just want, I guess, your reac- 
tion to what we could do to make sure that there is some economic 
and class mixture in a rebuilt New Orleans. Thank you for your — 
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Mr. Mehreteab. May I make a comment? Congresswoman, you 
asked me a question, and I probably didn’t give you a full answer. 
Sure, we can build housing for $100,000 very easily, actually the 
cost ranges between $80,000 to $150,000, depending on the loca- 
tion. The question becomes how much of that money can we fi- 
nance if we are to serve low- and moderate-income families. That 
is the key. The higher subsidy we have, the lesser rate we could 
charge. Exactly what you said. Congresswoman, you are right. I 
felt the way community development broke down in the low-income 
housing tax credit structure right now is simply to serve people 
who make below 60 percent of the median income. However, how 
that translates in New Orleans is that will be an average of $600 
a year. That is a lot of money. What we are shooting for or what 
we are hoping to do is to decrease that to $400 or $300. In order 
to do that, one needs to close the financing gap, either from what 
the chairman has suggested, we need a huge capital infusion from 
the two big entities or others or we have to come out with some- 
thing. But as it stands right now, if everything is to be the way 
it is with low-income housing tax credit and the community devel- 
opment programs, will only be serving a higher income of families. 
But the goal of the NHP Foundation is not simply to serve what 
had been called the moderate income. We really want to serve 
lower income people. If we want to do that, we are going to need 
what I have referred to as the financing gap, the infusion that Con- 
gressman Frank has been talking about. 

I don’t think there is anybody — well, there might be very few 
people, the way that lid is very clearly understood by the chairman. 
When he talks about $500- or $700 million he is absolutely right. 
That difference, which could represent anywhere between 5 to 10 
percent, will make a tremendous impact in lowering the rents from 
$600 to $400, or from $400 to $200 a month. 

The Chairman. Ms. Crowley will be the last one. 

Ms. Crowley. I think your question is absolutely imperative for 
us to get to the bottom of, and that the resources that have been 
dedicated to date to housing for the Gulf Coast, in New Orleans in 
particular, do not in any way, shape, or form provide enough to, or 
any for that matter, to get to the lowest-income people. The tax 
credit income targeting is higher. The CDBG income targeting is 
pretty high and the Secretary can waive the income targeting re- 
quirements if the State of Louisiana asks for it. He has already 
waived the income targeting requirements in Mississippi. And the 
design of the Road Home Program for what they call the piggyback 
program was to put CDBG dollars into subsidizing and operating 
or capitalizing an operating subsidy for tax credit properties going 
forward at and doing some of those at 20 percent, 30 percent 
through some mix of that. The reality is that a lot of the CDBG 
money has had to now be spent on gap financing because the cost 
of construction is so much higher. 

So even that program, which we think was very ill-conceived, 
will not have the funds that is required to be able to create the op- 
erating subsidy. It is essential that we put more project-based Sec- 
tion 8 vouchers into New Orleans and into the Gulf Coast. We 
urged that in the first go-around in the supplemental. We looked 
at it in the second go-around of the supplemental. It is still within 
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your power to do that, and that is the single most important tool 
to make sure that any housing that is developed is affordable to 
the people that you are talking about. 

The second thing is that the affordable housing fund in the GSE 
bill will provide money that will be for the construction of housing 
that is affordable to that income group. The project Section 8 
vouchers will provide the operating subsidy. 

And the third thing I want to say is that the importance of public 
housing in New Orleans, with all, with complete respect for how 
people feel about their individual buildings, is that going forward 
for the future of New Orleans and for the future of low-income peo- 
ple in that community is that we not lose the subsidy that is at- 
tached to each one of those units, and that the subsidy continues 
so that eventually when one family is moving out of public housing, 
there is still a subsidy there so another low-income family can 
move in. And that is — we need to keep our eye on that ball as we 
move forward on redevelopment, and as important as the struc- 
tures are, that is the essential thing that we need to understand 
about the future of housing in New Orleans for very-low-income 
people. 

The Chairman. The gentleman from Missouri. 

Mr. Clay. Thank you, Mr. Chairman. I will be brief. I have one 
question for the entire panel, for anyone who wants to give me a 
reaction, you are welcome to. I am just curious as to the response 
you have gotten from State and local elected officials in Louisiana 
as far as Governor Blanco, I understand, was here today, went and 
had a meeting with our caucus but felt — did not want to come here. 
Tell me about your experiences with the City of New Orleans, with 
the Mayor in particular, with the State legislators, and with the 
City Council people. Does anybody have a reaction to that? Could 
you share with us what kind of cooperation you have gotten? 

Mr. Perry, you look like you may want to start off. 

Mr. Perry. You know, one of the most difficult barriers that we 
have had is dealing with local government, particularly in Jefferson 
Parish. After there were so many tax credits allotted to the Lou- 
isiana area, a councilman in the Jefferson Parish said all low-in- 
come people were ignorant and lazy and therefore we don’t want 
tax credits in Jefferson Parish, and so as courageous as it was for 
the money to have been allotted in the form of the credits it made 
it almost impossible to use the credits in the parish, and so he, 
working with the Council, passed a resolution asking for the credits 
to not be used in the parish, and I think that is a great example. 

The second example is in Saint Bernard Parish where, as I men- 
tioned before, the Parish passed an ordinance that said that you 
cannot rent your single family home to someone that you are not 
related to. As I mentioned earlier, 93 percent of the people in the 
Parish are white, so it made it almost impossible for minorities to 
rent homes in the parish. And we see this kind of — and I can give 
you a very long list of circumstances where in parishes the govern- 
ment has worked I think, in a way, that makes it very difficult, if 
not impossible, for low-income people to return, and I would add 
that it has made it very difficult, if not impossible, for minorities 
to return and I think that your question is dead on, that govern- 
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ment has played a very big role, particularly local and State gov- 
ernment have played a very big role. 

Mr. Clay. Thank you. 

Mr. Bright. I would like to relay a story and try to do it quickly. 
I was flooded, and lots of people were flooded, and I evacuated to 
Atlanta, and took my family there. We went to a school, and my 
kids go to a private school, so I was going to pay some money — 
and I sent my youngest to a public school and my two oldest to a 
private school, but anyway, as we moved back to New Orleans, we 
wanted to pay — give something to the Atlanta people because they 
took us in, didn’t charge us anything, were so nice to us, so we 
come back and we gave a little gift to that school. Two weeks ago 
these Atlanta people came down, they brought 16 kids and 4 teach- 
ers, including the head of the school, the head of the school got up 
at 4:00 in the morning — 

The Chairman. You have to move this quicker. 

Mr. Bright. — 4:00 in the morning Friday, worked alongside us 
in Lakewood and we helped build houses, okay, only one out of six 
homes, one out of flve homes in Lakewood, which is a nice neigh- 
borhood and all, are people moving back there, and it is because 
they don’t have — I think the government — they still need to get 
electricity in there. They still need to get services in there and 
stuff. I think people want to help us. And I appreciate that all of 
you are here, but we need the government to just do its job. 

The Chairman. The gentleman yields back. I thank the panel. I 
really appreciate everybody’s patience. We will take our last panel 
now. 

Oh, Mrs. Biggert, did you have any questions? I apologize. Mrs. 
Biggert, please be seated. The Chair was in error. Mrs. Biggert has 
questions. 

Mrs. Biggert. Sorry. I will be brief, and this is really, I think, 
to address to — 

The Chairman. The gentlewoman is entitled to her time. Please 
don’t feel rushed. 

Mrs. Biggert. Okay. When you are planning for rebuilding, 
sometimes it seems like the chicken and the egg scenario. You can’t 
rebuild the housing communities without jobs and services but the 
jobs and services won’t come until there is adequate housing. So 
how would you solve this problem, and with balancing the need for 
a solid middle class and the desire for lower income families to re- 
turn? 

Mr. Mehreteab. Is that question addressed to me? 

Mrs. Biggert. Yes. 

Mr. Mehreteab. I guess I am the only person here who is build- 
ing housing. Out of our 1,000 units, we are trying to be as diverse 
as possible. One of our properties, which is off I-IO, Walnut 
Square, used to be 284 units, but we had to destroy it because of 
damage from Katrina. We are rebuilding it and converting it into 
208 units of mixed income, one-third very-low-income, one-third 
moderate-income and one-third market rate. 

The other 600 units are what we call, “below 60 percent of me- 
dian income.” Two of our properties, totaling 126 units outside of 
Lake Charles and Ponchatoula, are single family homes that will 
be converted to homeowner ship. 
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So Congresswoman, our strategy is to have housing that is as di- 
verse as possible; A, it is good for our portfolio and, B, we will also 
be responding to the demands of the community. 

Mrs. Biggert. And how long will this take? 

Mr. Mehreteab. The first occupancy for our property address in 
New Orleans will be in May, this May, and it will be, I would say, 
between 12 to 18 months from where we are today. 

Mrs. Biggert. Okay. So then would the jobs and the services fol- 
low? 

Mr. Mehreteab. Well, when you are a developer, be it a non- 
profit like us, or a for-profit, there is a sense of having to be opti- 
mistic, so we have to be optimistic. The fact that there is so much 
demand and the fact that there are so many people commuting 
from outside New Orleans, and I am sure the Congressman will 
know better, gives me the optimism that in fact we will not have 
people filling our units. 

Mrs. Biggert. Thank you. I yield back. 

The Chairman. We will call the next panel. We will now excuse 
the panel, and I appreciate it. And as the next panel comes in, I 
am sorry this is taking a lot of time, people, but I have to tell you, 
we have been talking amongst ourselves. You can leave. I won’t be 
offended. And you should leave. I want to make sure everybody 
that has been here — seriously, get out of here because the next 
panel has to sit there, evacuate. Mr. Green will take you home to 
Houston. But I do want to be — we have been talking amongst our- 
selves. This has been extremely useful in our formulating some 
very specific things we think we can do to aid this process. So I 
do really appreciate what everybody has been doing here. 

The next panel, please be seated. Let’s move quickly here, people. 
We will begin, and I will just call on people as we get settled. 

Doris Koo is president and CEO of the Enterprise Community 
Partners. Please, Ms. Koo. 

STATEMENT OF DORIS W. KOO, PRESIDENT AND CEO, 
ENTERPRISE COMMUNITY PARTNERS 

Ms. Koo. Thank you. Chairman Erank, Subcommittee Chair- 
woman Waters, Ranking Member Biggert, and distinguished mem- 
bers of the Einancial Services Committee, for the opportunity to 
speak before you today. My name is Doris Koo, and I am president 
and CEO of Enterprise Community Partners. 

Enterprise is a national organization founded in 1982. We have 
worked with thousands of nonprofit partners, local governments, fi- 
nancial institutions, and private corporations to develop over 
200,000 affordable homes and invested $7 billion in communities 
across the Nation. Right after the storms of 2005, Enterprise made 
a long-term commitment to help the residents of the Gulf Coast re- 
build. We committed to providing $200 million in investment to 
create 10,000 affordable homes. 

It has been a long day, so I want to quickly jump to some prin- 
ciples that will help guide the rebuilding effort in the Gulf Coast, 
followed by several policy recommendations. Eirst it is our experi- 
ence that affordable housing must never be built in isolation. We 
have learned that residents are most successful in communities 
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with support services, access to jobs, quality health care, and edu- 
cation and support services. 

Second, we have learned that large scale rebuilding such as that 
in the Gulf Coast requires public-private partnership. There is not 
enough government money to do it all or to do it right. 

Third, time is of the essence. We must maintain the sense of ur- 
gency to meet the compelling needs of our fellow citizens in the 
Gulf Coast. Let me give you an example. Before I joined Enterprise 
6 years ago, I was deputy director of the Seattle Housing Author- 
ity, leading four public housing redevelopments. We relocated thou- 
sands of residents but we gave them choices in support services 
and guaranteed them the absolute opportunity to return. We de- 
molished thousands of obsolete public housing apartments, but we 
replaced them all, one-for-one, with quality new affordable homes 
in thriving mixed income communities. We leveraged $135 million 
in Federal grants 5 times over and attracted more than $600 mil- 
lion in private investments. We made sure public housing residents 
got jobs in construction, groundskeeping, and maintenance 
throughout the redevelopment, and helped many of them become 
homeowners through family self-sufficiency programs. 

Success stories like these have been repeated around the country, 
including in HOPE VI communities built or financed by Enterprise. 
There is a way to do it right and to do it now, but it requires all 
of us working together. This is what we hope to do at the Lafitte 
Public Housing Development in New Orleans via phased develop- 
ment together with our partner. Providence Community Housing. 

So far, we have raised over $12.8 million in low-income tax cred- 
its, which will roughly translate into $100 million in investment 
equity for Lafitte, $27 million in CDBG grants, we conducted 
charettes and planning sessions with former Lafitte residents, in- 
cluding meeting with them in Houston. We secured over 200 offsite 
properties that can be committed as replacement homes, and Provi- 
dence has pledged $2.5 million in case management support. And 
through phased redevelopment, using on- and off-site, we are pre- 
pared to build replacement homes for the Lafitte redevelopment in 
the Treme neighborhood, with replacement housing possibly com- 
ing online in as early as within 9 months. 

So we have three policy recommendations. First, we must adopt 
the principle of comprehensive community development in the long- 
term rebuilding of the Gulf Coast region. People can’t and won’t re- 
turn to communities that don’t offer quality education, health care, 
mental health assistance, recreation, and out-of-school support for 
children to keep them safe. This is true not only for low-income 
people, but for attracting back the workforce of teachers, health 
care professionals, librarians, carpenters, plumbers, and so many 
others that the Gulf Coast needs to rebuild. That is why we work 
not just to rebuild or repair what was lost, but to create economi- 
cally diverse, healthy, and environmentally sound communities. 

Second, we must make affordable housing finance work in the 
Gulf Coast by drawing on the best practices from the last 30 years 
to remove barriers and to solve problems. Many of the State’s poli- 
cies, including those in the Road Home Program, to use CDBG for 
renters and small landlords are sound policies, we just need to cut 
the red tape and simplify implementation. We need to address the 
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very real issues, the rise in insurance costs, construction, operating 
costs, aging infrastructure, and certain needs for Federal subsidies 
and flood elevation guidelines. We need to extend the placed-in- 
service date for the GO Zone tax credits. We need your leadership 
to pass affordable housing fund legislation and target the first re- 
sources to the Gulf Coast, to set up an insurance pool or other risk 
mitigation measures to solve some of these very difficult problems. 

Finally, we need to make a commitment to help our most vulner- 
able citizens, including the elderly and those living in public hous- 
ing, to return. We recommend that HUD and all housing authori- 
ties in the Gulf Coast region, if they have not yet done so, conduct 
immediate relocation counseling to every displaced public housing 
resident, enabling them to make choices and offering them the ab- 
solute opportunity to come home to comparable or better housing, 
paying comparable rents, consistent with the Federal Uniform Re- 
location Act. We recommend that HUD and housing authorities 
commit to one-for-one replacement of public and all HUD sub- 
sidized housing in the Gulf Coast region, preserving affordability 
even if we can’t physically preserve existing housing units. This 
will take special allocation of resources beyond what we might have 
already, but it absolutely can and must be done. And Enterprise is 
prepared with our resources and expertise to be part of the solution 
to partner with you and all of the good people on the ground with 
our collective will to make it so. 

Thank you very much. 

[The prepared statement of Ms. Koo can be found on page 320 
of the appendix.] 

The Chairman. Thank you. Next, our return witness Mr. Derrick 
Johnson, from the Mississippi Conference of the NAACP, who had 
previously testified, I believe, before Ms. Waters. Mr. Johnson. 

STATEMENT OF DERRICK JOHNSON, PRESIDENT, MISSISSIPPI 
STATE CONFERENCE NAACP 

Mr. Johnson. Good afternoon, and thank you. Chairman Frank 
and members of this body, for allowing me to come before you. My 
name is Derrick Johnson, and I am the state president for Mis- 
sissippi NAACP. I will abbreviate my comments, as you have my 
written statement. 

NAACP was founded in 1909, and the Mississippi State Con- 
ference NAACP has been active for over 62 years. One of the things 
that I want to make clear today is that Mississippi in many ways 
is just like New Orleans, we simply have three things that are dif- 
ferent: One, we don’t have the large media that the New Orleans 
media market have; two, we did not have the residual flooding; 
and, three, our Governor had a better public relations firm than 
Louisiana’s Governor. But otherwise, many of the issues that exist 
in New Orleans also exist in Mississippi. 

I am sure you heard of the damage that has taken place, not only 
in Mississippi but across the coast, and by every means. Hurricane 
Katrina is by far the worst natural disaster in the State’s history. 
Shortly after Hurricane Katrina made landfall, the Governor of 
Mississippi announced the formation of the Governor’s Commission 
on Recovery, Rebuilding, and Renewal, of which I was later invited 
to serve as a Vice Chair. The Commission’s final report to the Gov- 
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ernor found among many things that they recognized the role of 
personal assets that enabled people to survive, that recovery is im- 
portant, and that the presence or absence of assets and insurance 
on those assets would determine who can participate in the long- 
term building in south Mississippi. Unfortunately, many individ- 
uals who were most vulnerable before the hurricane are still left 
out of the recovery effort in Mississippi. Many of the findings of the 
Governor’s Commission report fell on deaf ears from the Executive 
Branch. The Federal Government appropriated just under $5.1 bil- 
lion in CDBG funds, which is an amount that is greater than the 
total State budget of the State of Mississippi. However, those funds 
were completely administered by the Executive Branch with no 
provision for a State or Federal — under State or Federal law for 
any oversight or input from our State legislators. 

As a result, there have been numerous concerns raised about 
contracts awarded to private companies to administer the CDBG 
funds, including questions about a lucrative contract that a current 
sitting State Senator received to administrate the CDBG funds. 
With the requirements that 70 percent of CDBG funds be used to 
benefit primarily low- and moderate-income persons being waived 
by the Federal Government, Mississippi additionally instituted a 
plan that provided no provision for home renters and other low-in- 
come victims of the storm. The Executive Branch designed the Hur- 
ricane Katrina grant program exclusively for Gulf Coast home- 
owners and excluding home rentals. The program was highly 
undersubscribed and only about half of those expected to apply did. 
Today approximately 10,000 people have received checks amount- 
ing to just under $680 million out of the $5.1 billion allocated to 
the State. Through ongoing community pressures, however, the 
Governor, after the November elections, mind you, decided to im- 
plement a Phase II program that would include more people under 
the plan, but still today home renters are completely left out of the 
recovery process. 

Affordability has emerged as the most prominent threat to the 
rebuilding efforts on the Mississippi Gulf Coast. Insurance is un- 
dermining the ability of individuals to rebuild. That has had an ef- 
fect of monthly insurance payments increasing some $200 to $300 
per month. Property values have also risen significantly since the 
storm, making homeownership less attainable than prior to the 
storm. All policies renewed, all insurance policies renewed and new 
policies written by the Mississippi Windstorm Underwriting Asso- 
ciation have experienced a 90 percent increase since October 2006, 
and I will say, this is not an insurance committee hearing but this 
is drastically affecting the ability for home renters and other low- 
income individuals to rebuild because they can no longer afford the 
insurance. In fact, even rental units cannot be rebuilt or repaired 
because they cannot afford to carry the insurance for those rental 
units. And homes valued at $100,000 with $40,000 in contract 
would jump and yearly premium payments from just over $1,000 
a year to $1,924 in insurance premium payments. Additionally, 
homeowners are expected to have hazard insurance and flood in- 
surance to go on top of that. Renters also face a unique set of cir- 
cumstances considering affordable rental units may not be replaced 



117 


one-for-one, as this requirement was waived by the supplemental 
bill and the 2005 supplemental bill passed by Congress. 

According to FEMA, estimates of nearly 6,000 rental units were 
either severely damaged or destroyed, and there is no plan cur- 
rently to replace those units. In fact, we have a unit in Gulfport, 
Mississippi, that is currently being utilized that the Section 8 au- 
thority that is overseeing it is slated to demolish those units in 
which 400 individuals currently reside and redevelop as a mixed- 
income development. According to a 2004 apartment survey con- 
ducted by the Gulf Coast Regional Planning Committee, the aver- 
age rent for a two-bedroom apartment in Gulfport and in Biloxi 
was just under $600. Recent information collected from that same 
body put those figures now close to $700 and in many situations 
out of the range of Section 8 vouchers so the working poor on the 
Gulf Coast do not qualify if they do not have the additional amount 
to go with the voucher. 

In addition to that, there are very few incentives to rebuild af- 
fordable rental units on the coast. While significant levels of low- 
income housing tax credits have been made available, there are 
limited efforts to create units that are affordable for a family of 
four with annual incomes below $37,500. 

In closing, many of the situations that are highlighted in the four 
panels that have come up today exist in Mississippi. And we are 
asking this body that there needs to be a real investigation into 
how CDBG funds were used, who received those private contracts 
and the price gouging that the insurance industries are able to 
have, to charge victims of the hurricane. 

Thank you. 

[The prepared statement of Mr. Johnson can be found on page 
306 of the appendix.] 

The Chairman. Thank you. Next is Mr. James Kelly, who is the 
chief executive officer of the Catholic Charities Archdiocese of New 
Orleans. 

STATEMENT OF JAMES R. KELLY, CHIEF EXECUTIVE OFFICER, 
CATHOLIC CHARITIES ARCHDIOCESE OF NEW ORLEANS 

Mr. Kelly. Thank you. Chairman Frank, Subcommittee Chair- 
woman Waters, Ranking Member Biggert, and all of the other 
members of the committee. I am Jim Kelly from New Orleans, CEO 
of Catholic Charities, and CEO of the new Independent Catholic 
housing initiative. Providence Community Housing. 

In the past 17 months Catholic Charities has reached out and 
served over 700,000 people. We have delivered 70 million pounds 
of food and water, provided counseling and information to over 
500,000 people and, through our emergency service centers, distrib- 
uted millions of dollars in direct assistance to families in need. 

Shortly after the storm, I attended the first trailer planning 
meeting with FEMA. It became very clear to me that these FEMA 
trailers were not going to be the answer to our housing crisis. A 
group of Catholic organizations, charities, and CDC’s therefore 
came together to see how we might bring people of all races, cul- 
tures, faiths, incomes, and backgrounds home. Providence Commu- 
nity Housing was formed with the mission of bringing home 20,000 
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victims of Katrina by repairing, rebuilding, or developing 7,000 
homes and apartments. 

In partnership with Catholic Charities, and with the assistance 
of 9,000 volunteers, we have since gutted over 800 homes and 800 
apartments. Now we are assisting these low-income seniors to navi- 
gate the Road Home Program. The system is painfully slow and 
filled with legalese. Providence has taken to repairing the homes 
and fronting the money to some of our elderly friends. 

Whether you are staying in an overcrowded home with family or 
in a trailer or in an apartment 80 miles from the job, the stress 
and strain cannot be imagined. My friend Connie’s house flooded 
on Banks Street in mid-city. She and her husband bounced around 
until they moved in with her sister, sleeping on the two couches in 
the living room. Finally, they got a trailer. These trailers are unbe- 
lievably small and unbelievably cramped. Three months ago, 
Connie’s husband had a heart attack. He recovered on his sister- 
in-law’s couches. He won’t go back in the trailer. 

In partnership with UJAMAA CDC, Mary Queen of Vietnam 
CDC, Tulane/Canal CDC and a new Hispanic CDC, we have re- 
cently launched a host of housing initiatives for families like 
Connie’s in need of real housing. We are constantly exploring any 
and all options to rebuild our homes and our neighborhoods. With 
a recent award of GO Zone housing tax credits, we hope to soon 
begin rebuilding 902 apartments for low-income seniors who des- 
perately want to come home. 

Insurance quotes are coming in at 400 to 600 percent over pre- 
Katrina rates. We are hoping a special insurance fund can be es- 
tablished. We are also hoping that HUD will award supplemental 
income to project-based Section 8 contracts for properties like 
these. If not, we will lack ample operating funds to open. 

I thank you for your commitment to extend the placed-in-service 
date of the tax credits. It will make the market less skittish, in- 
creasing the possibility that many of our seniors and their children 
and their grandchildren can come home. Providence, with our part- 
ner Enterprise, is working on a plan that would phase the redevel- 
opment of the Lafitte Public Housing Complex. We are anxious to 
have residents return as soon as possible. 

Last Thursday night, I attended a public meeting on the histor- 
ical value of these buildings. Miss Johnson, a member of the Lafitte 
Resident Council, asked if I would call her the next day, and so I 
did. She asked me who all the people were at the meeting. She had 
never seen many of them. I explained that many of them were 
preservationists, and she said that they did not represent her. She 
wanted to come home as soon as possible, but she also wanted new 
homes and apartments for her family and friends like the ones 
voted on in September at our week-long home planning charette 
with 200 of her fellow residents. She did not want old obsolete 
apartment buildings, but instead new singles and shotgun doubles 
that were both apartments and homes. She wanted new apart- 
ments that were larger and had more bedrooms and space for the 
children. 

I was shocked when a leading local preservationist told me re- 
cently that a resident’s view or a resident’s vote should not matter 
since they were only renters. 
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I further explained to Miss Johnson that we were advocating for 
a phased redevelopment where a large number of apartments 
would be open immediately for those who wanted to come home 
right now. Redevelopment of the new homes would then begin on 
the other unoccupied blocks. I reminded her that when complete, 
there would be a one-to-one replacement of all 900 subsidized units 
plus 600 new homes for first-time homeowners on the site and in 
the surrounding neighborhood. 

I asked Miss Johnson, based on her knowledge, how many fami- 
lies wanted to come home today. She thought between 300 and 
400 — “It is probably closer to 300.” This is the same number that 
our resident outreach staff has estimated. The Times Picayune, our 
local paper, has said it is a question of building it right or building 
it fast. I do not believe that it is an either/or proposition. I believe 
a phased redevelopment with full replacement is not the middle 
ground but rather the right ground. It allows residents to come 
home today while also allowing the building of healthy, diverse, vi- 
brant communities where families and children are safe to dream 
dreams that can come true. 

Since my early days in the Superdome, we have been blessed by 
so many across the country who have reached out to assist us. We 
are most grateful for the support and funding received from Con- 
gress. Sadly, the clear majority of these billions have not gone to 
the rebuilding of our homes. A Gulf Coast Housing Trust Fund, ad- 
ditional low-income housing tax credits, increased CDBG moneys, 
a large supply of project-based Section 8, permanent supportive 
housing vouchers and more funds for public housing will all be 
needed if we are going to truly provide the opportunity, the right 
for all our citizens to return. 

Katrina has taught us that to be successful, we will need a spirit 
of humility and collaboration. If we focus on the suffering victims 
of Katrina whom we have been called to serve, then God, who loves 
these families infinitely more than we do, will bless our efforts to- 
gether. My gratitude to this committee for all you have done, and 
will do, for the good and brave people of Louisiana. 

Thank you. 

[The prepared statement of Mr. Kelly can be found on page 316 
of the appendix.] 

The Chairman. Next, we have someone whose voice does count 
here no matter what your preservationist friend thinks because she 
is a resident, and had been a resident of public housing, and we 
are grateful to her for sharing her views with us. Ms. Julie An- 
drews, who is a spokesperson for Residents United, and a public 
housing resident. Ms. Andrews. 

STATEMENT OF JULIE M. ANDREWS, SPOKESPERSON FOR 
RESIDENTS UNITED AND A PUBLIC HOUSING RESIDENT 

Ms. Andrews. Thank you. Chairman Frank, Subcommittee 
Chairwoman Waters, and everyone who is here today to hear our 
testimony. We are Residents United — the residents of New Orleans 
public housing. We need to come home in order to rebuild our cit- 
ies, to embrace our communities, and to raise our children who are 
being victimized in other cities. 
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As displaced people, other poor and oppressed communities feel 
we are taking something away from them. Their actions toward us 
show this daily. We need to come home. When Mayor Ray Nagin 
said, “Citizens, come home”, we thought we were citizens also. 
Many people who were shipped across the country came from far 
away with what little they had when they heard the Mayor’s mes- 
sage, and we are again displaced. 

Over 60 percent of the city properties remain damaged from Hur- 
ricane Katrina. However, the majority of the livable units are in 
public housing, and yet these units remain fenced off and boarded 
up by the Housing Authority of New Orleans and HUD. While 
other citizens were allowed to salvage their personal belongings, 
our possessions were stolen and vandalized because we were not al- 
lowed back. 

Citizenship is not based, and should not be based, on home- 
ownership. We are citizens, too. Employment opportunities right 
now are very great in New Orleans. It is very hard to work in a 
city where you don’t have a home to live. While billions of dollars 
are given to contractors to pay employees who come from other 
States and to house them in hotels, the Sheraton, the Marriott, all 
over New Orleans, we, the working poor of New Orleans, are un- 
able to come home, yet we are willing, we are ready, and we are 
able to come home so we can rebuild our cities and our lives just 
as our ancestors did years ago. 

When opportunists come to New Orleans to exploit our liveli- 
hoods with their visions of what the new post-Katrina city should 
be like, and should look like, they “sour the gumbo.” We make New 
Orleans what it is. The housing developments — the B.W. Coopers, 
the C.J. Peetes, the Guste, the Iberville, the St. Thomas, the Flor- 
ida, Fischer, Saint Bernard, the Lafitte, the Desire, and the scat- 
tered sites all across New Orleans — we make New Orleans what it 
is. We house over 5,100 families, and that is after the continued 
failure of the Housing Authority of New Orleans. Today, many of 
these units are livable, yet we are still locked out. 

We would like to work with you to bring our residents home. We 
are organized and we are asking that you join us to open all public 
housing units. At this time the rich are getting richer and the poor 
are becoming more oppressed and victimized by the vicious plot to 
eliminate low-income people in New Orleans. Most of us are people 
of color and we don’t appreciate this at all. It is discrimination, it 
is an abomination, it is a sin for this to be happening to people in 
this country that most people call great. 

It is also an abomination to attempt to replace one race of people 
with another for the sake of economic gain. The housing develop- 
ments have been a safety net, protecting us against hurricanes, 
and providing us with a community when no one else wanted us 
in theirs. When they say, “We don’t want those project people here, 
don’t give them Section 8; we don’t want them to live next to us”, 
that means they don’t want our little Pontiac next to their Cadillac. 
We know the hurt of that because we lived it there. Our people 
want to come back to our communities, and we need this now more 
than ever. 

As displaced victims, our seniors are being denied a full range of 
medical services, our children are being denied a safe haven for 
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education, and we are being denied jobs. We want to come home. 
Without this population of people, our communities remain deso- 
late, our schools remain closed, and our businesses suffer, as so 
many people have testified here today before you. 

The cause and the cries of our people are deafening. We need to 
come home. To be displaced in this wealthy country is an embar- 
rassment to our government. The message that we are getting is 
that America does not care about us. While the war in Iraq is going 
on and billions of dollars are being spent there to restore the dam- 
age that this countiy caused, how can we not take care of what is 
going on right here in our home in this country? 

We, as citizens of the United States of America, deserve the right 
to return to our homes in New Orleans, to our culture, to our herit- 
age, to our communities, to our families, and to our jobs. We want 
to come home. We have been working diligently to stay in contact 
with our residents and to contact even more residents on a daily 
basis. As I must reiterate, their cries are — it is just — it is hard to 
bear; every day people are calling and talking about the discrimina- 
tion and the rejection and the things that are happening to them 
in these other cities. It is just really — it is really hard. We pray 
that you will work with us to provide a venue for our people to re- 
turn to their homes. Our people have a dream that one day they 
will say, “Home at last, home at last, thank God almighty, we are 
home at last.” 

HUD testified that they want to make things better for us. This 
is not the time. We have people who are suffering, and this is not 
the time. Help us bring our people home. Thank you. 

[The prepared statement of Ms. Andrews can be found on page 
160 of the appendix.] 

The Chairman. Thank you, Ms. Andrews. 

And next Ms. Margery Austin Turner, who is director of metro- 
politan housing and communities for the Urban Institute. 

STATEMENT OF MARGERY AUSTIN TURNER, DIRECTOR, MET- 
ROPOLITAN HOUSING AND COMMUNITIES, THE URBAN IN- 
STITUTE 

Ms. Austin Turner. Thank you for the opportunity to be here. 
New Orleans urgently needs to rebuild affordable rental housing or 
its redevelopment as a city will be stunted and it will be inequi- 
table. However, neither low-income families nor the communities in 
which they live will be well served if affordable housing is rebuilt 
exactly according to the patterns of the past. 

Before Katrina, New Orleans exemplified some of the worst fail- 
ures of Federal housing policy, isolating too many low-income fami- 
lies in big projects that were earmarked exclusively for the poor 
and were mismanaged by a dysfunctional housing authority. These 
projects exacerbated racial segregation and isolation, they helped 
create concentrations of minority poverty and distress and they po- 
larized communities along lines of race and class. Going forward, 
housing policies for the greater New Orleans region need to incor- 
porate affordable housing in healthy mixed income neighborhoods 
and redevelop the distressed neighborhoods into opportunity-rich 
communities that welcome a mix of incomes, including families at 
the lowest income levels. These income mixing strategies cannot be 
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an excuse simply to displace low-income residents or to discard the 
communities that they have built. 

In that context, I would like to highlight five broad recommenda- 
tions that are specific to Federal programs and policy. My written 
testimony also includes some recommendations for State and local 
action. 

First, the Low Income Housing Tax Credit Program should be 
used to expand affordable housing in healthy, opportunity-rich 
neighborhoods, not concentrated in poor or distressed communities, 
and as others have said, to ensure that a substantial share of the 
LIHTC units are affordable to households with very low incomes, 
the Housing Authority of New Orleans and other housing agencies 
in the region should project base a portion of their vouchers in 
these new developments. 

Second, additional block grant funds and public housing re- 
sources should be used to start acquiring and rehabbing small rent- 
al properties and vacant single-family homes, bringing them back 
into active use, and making them available for occupancy by lower 
income households. This kind of scattered site approach has 
worked in other cities. It has the potential to spur neighborhood re- 
newal while making homes available for low-income families who 
so desperately want to come back. 

Third, the Housing Choice Voucher Program should be substan- 
tially expanded, potentially with higher payment standards to re- 
flect current rent levels. Clearly New Orleans needs more rental 
housing production, but at the same time, even in the short term, 
vouchers can help. They can provide the resources many low-in- 
come families need to pay for housing that is at least closer to 
where they want to be than they are now, bringing them back into 
the greater New Orleans area to begin rebuilding their lives. From 
this perspective, a new administrator of the voucher program, inde- 
pendent of the housing authority, could substantially strengthen its 
impact, especially if it is ready to fight those fair housing violations 
that we heard about in the previous panel and convince more land- 
lords about the need to participate in the program. 

Fourth, public housing can and should be playing a much more 
constructive role in the city’s recovery than it has been. We have 
heard what a troubled reputation public housing has in New Orle- 
ans, and residents are understandably distrustful of both the hous- 
ing authority and HUD. Alternative receivership models offer the 
promise of bringing in an administrator for the Public Housing Pro- 
gram that is trustworthy, independent, and can be relied on to 
start bringing the salvageable public housing units back online 
quickly while also pursuing longer-term redevelopment strategies. 

In that framework, HOPE VI and other public housing develop- 
ment funds could ultimately be used according to the best practices 
that are emerging in other places across the country. HOPE VI is 
very controversial. It has not always been implemented well and it 
hasn’t always been implemented in a way that protects the inter- 
ests of the original residents, but it can do better. We are getting 
experience from other places around the country about how effec- 
tive leadership and respectful genuine resident involvement can 
produce mixed income communities that really provide choices for 
low-income families and protect their interests. 
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Rebuilding New Orleans is the housing and urban development 
challenge of a generation. No city operating on its own could tackle 
this kind of challenge that New Orleans faces today. In his Sep- 
tember 2005 address from Jackson Square, President Bush prom- 
ised that we would do what it takes to help citizens rebuild their 
communities and their lives. If this pledge is to be any more than 
empty rhetoric, the Federal Government must show much greater 
ingenuity and leadership than it has to date. 

Thank you. 

[The prepared statement of Ms. Austin Turner can be found on 
page 385 of the appendix.] 

The Chairman. Thank you. Next Ms. Judith Browne-Dianis, who 
is the co-director of the Advancement Project. 

STATEMENT OF JUDITH A. BROWNE-DIANIS, CO-DIRECTOR, 
ADVANCEMENT PROJECT 

Ms. Browne-Dianis. Thank you. Chairman Frank, for the oppor- 
tunity to speak, and I would also like to specially acknowledge Ms. 
Waters for all of the wonderful work she has done to try to reach 
a resolution around the public housing issue. My name is Judith 
Browne-Dianis, and I am co-director of the Advancement Project, 
as well as counsel for the public housing residents in New Orleans 
in their lawsuit against HtJD and HANO. 

I am here on behalf of my clients, the more than 4,000 African 
American families who remain displaced from New Orleans more 
than 17 months after the storm because of the Federal housing re- 
sponse which was to lock them out of their homes and prevent 
their return to New Orleans. Today joining me are residents of 
New Orleans’s public housing who are wearing orange shirts that 
represent the bricks that are sturdy and strong and still standing 
in New Orleans. They traveled here as representatives of their 
families, neighbors, and friends, in urging you to support their im- 
mediate right to return. 

Prior to Katrina, there were 5,100 families living in public hous- 
ing. On August 29, 2005, these families were ordered to evacuate. 
Like thousands of other evacuees, they expected to return when the 
mandatory evacuation was lifted. Their expectation was reason- 
able; most of their homes sustained little damage. Today most of 
these families are still waiting to come home and they want to re- 
turn. 

Congress recognized that this is a crisis, not an opportunity. Con- 
gress directed HUD to preserve to the extent possible all public 
housing in areas affected by Hurricanes Katrina and Rita. More- 
over, Congress appropriated funds for this mandate, permitting 
fungibility between public housing and voucher funds through Sec- 
tion 901 of the December 2005 supplemental bill. HUD has, for the 
most part, ignored Congress and, in fact, has done the exact oppo- 
site. 

In its initial assessment after Hurricane Katrina, HANO deter- 
mined that Iberville, C.J. Peete, Lafitte, and B.W. Cooper experi- 
enced minor to moderate damage. Saint Bernard, Florida, and De- 
sire sustained some severe damage. HANO announced that they in- 
tended to clean, repair, and open Iberville, C.J. Peete, B.W. Cooper, 
and Lafitte. That was their first assessment, but it has been a mov- 
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ing target. As the one-year anniversary of Katrina approached, the 
promises remained unfulfilled and appeared to be retracted. During 
the following months, HANO boarded up and fenced off several de- 
velopments. These were developments that they had no plan to re- 
develop prior to Hurricane Katrina. 

Then, HUD made known its objective. On June 14, 2006, Sec- 
retary Jackson announced a plan to demolish four of New Orleans’ 
largest developments with more than 5,000 units among them. The 
plan would constitute the largest demolition in the City’s history, 
destroying 70 percent of New Orleans public housing stock, which 
totaled 7,100 units. 

HUD said now that, in fact, the damage was moderate to severe, 
despite the prior acknowledgment that there was only minor water 
damage and many could have been habitable again once repaired. 
Today, I heard them say that they are beyond repair, again a mov- 
ing target of excuses. 

Further, HUD and HANO moved forward with plans of redevel- 
opment, despite the fact it is much cheaper to repair units than de- 
molish and rebuild them. The justification proffered for the demoli- 
tion is questionable. Documents obtained from HANO indicate that 
HUD and HANO misled the public to justify their plans. 

Officials drafting talking points for their plan about Lafitte, Wil- 
liam Thorson, who is the receiver of HANO, a HUD employee, rec- 
ommended that the staff take photos of the worst of the worst, pic- 
tures are worth a thousand words, and to check the presence of 
lead, apparently not to evaluate safety but to justify its demolition 
plans, even though they knew that the per unit cost of repairs is 
relatively low. This is in their documents. 

Thorson also directed staff to use scare tactics by using news ar- 
ticles about murders at another development, with the idea that re- 
opening Lafitte as before would create another Arborville. 

In another instance, HUD admits that the interior damage to 
C.J. Peete was minimal, and overall it was moderate to the build- 
ing, but makes note that the vacant property has become a prime 
location for retail and residential development. 

HUD’s plan is clearly not about the habitability and the cost of 
repairs, nor is HUD concerned about the immediate affordable 
housing crisis or the despair of displaced survivors of Hurricane 
Katrina. Many observers believe this is about race, class, and 
prime land. 

At the anniversary of Hurricane Katrina, they announced that 
they would open 2,000 units. They moved that — by August, they 
moved that date back to September. They moved that date back to 
December. Here we are in February, 2007, and only 1,100 units 
have been opened. 

By law, they are required to consult with residents of public 
housing. To date, they did not do what they were required. What 
they did was hold one public meeting with all residents of public 
housing, and, in fact, the documents show that they didn’t want to 
do that. 

Our experts say these buildings are habitable. Our experts say 
that replacement with contemporary construction would yield 
buildings of lower quality and shorter lifetime duration. The origi- 
nal construction methods and materials of these projects are far su- 
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perior in their resistance to hurricane conditions than typical new 
construction. 

We ask that you help us to return our clients to their homes. 
Right now is not a time for redeveloping. There is no housing avail- 
able, the vouchers can’t be used, there are no vacancies, the rents 
are sky high, and the people want to return. 

[The prepared statement of Ms. Browne-Dianis can be found on 
page 180 of the appendix.] 

The Chairman. Mr. Baker, who had been very diligent, did have 
a 5:30 appointment he had to go to. 

Next, the final witness is Martha Kegel, the executive director of 
UNITY of Greater New Orleans. 

STATEMENT OF MARTHA J. KEGEL, EXECUTIVE DIRECTOR, 
UNITY OF GREATER ORLEANS 

Ms. Kegel. Thank you very much. Chairman Frank, and mem- 
bers of the committee. Thank you for inviting me to testify today 
on behalf of the most vulnerable victims of these disaster. 

I represent a collaborative of 60 nonprofit and governmental 
agencies that provide housing and services to people experiencing 
homelessness in New Orleans and neighboring Jefferson Parish. 

Almost 18 months after the catastrophic levee failures, the hous- 
ing situation for the most vulnerable, poorest people in New Orle- 
ans is bleak and indeed desperate. We estimate, based on accounts 
from our agencies as well as outreach workers, that there are a 
minimum of 12,000 people who are literally homeless on any given 
night in New Orleans. Those people are living in abandoned hous- 
ing, on the street, in cars, and in housing designated for the home- 
less. Many of them are elderly, and many of them are people with 
severe mental and physical disabilities. 

Before Katrina, we did not see people over the age of 65 living 
literally on the streets or in abandoned housing. Now it is a very 
common instance for our outreach workers to find people in their 
70’s and 80’s living in abandoned housing in New Orleans because 
of the extreme lack of affordable housing. 

There has been a crisis of mental illness overtaking the city as 
people are struggling with depression. There has been a crisis of 
substance abuse taking over the city as people cope with the very 
uncertain, anxiety-producing conditions, and those conditions are 
affecting the homeless population in particular. 

So you are dealing with a very vulnerable population of home- 
less, and I am not even counting the untold thousands of people 
who are at great risk of homelessness because they are paying 
unaffordable rents. Rents have skyrocketed in the tight housing 
market since Katrina. 

We have families now not just doubled up, but tripled and quad- 
rupled up, because of the scarce housing. We have people who are 
living in housing that has no utilities, no kitchen, and no bath- 
room. 

So I am not even counting those people in the 12,000, nor am I 
counting the people living in FEMA trailers, and I am not counting 
the people who are calling our agencies on a daily basis begging to 
come home, but that cannot find affordable housing. 
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We decided very early on that the most vulnerable people must 
not be left behind in the recovery of New Orleans, and we have 
dedicated ourselves to that cause. And so for that reason we joined 
together with the National Alliance to End Homelessness and 
many partner local, State, and national organizations to create the 
Louisiana Supportive Housing Initiative, specifically for the most 
vulnerable victims of this disaster. 

To the State’s credit, they have included a 3,000-unit goal for 
permanent supportive housing in the Louisiana Road Home plan. 
That is one of the most progressive policies embodied in that pro- 
gram, and we are very proud of that and proud that it is a central 
feature of that program. 

As you know, permanent supportive housing is an evidence-based 
practice for people with disabilities who are homeless or at risk of 
homelessness. It combines affordable apartments with supportive 
services right onsite so that people can become stable tenants and 
productive members of the community again. But in order to make 
this initiative a reality, we are going to need Congress’s additional 
help. 

First of all — I am going to be very specific — we need 3,000 ten- 
ant — I am sorry, 3,000 project-based rental vouchers. Because with- 
out those rental vouchers we have no permanent supportive hous- 
ing. Without those rental subsidies the very people for whom this 
initiative was intended will not be able to get access to these units. 

Secondly, we need more GO-Zone low-income housing tax credits. 
As you have heard, the number of affordable apartments that are 
going to be created by the GO-Zone low-income housing tax credits 
in Louisiana is only half of what was anticipated, and that is be- 
cause HUD has taken a lot of those units for redevelopment of 
their own projects. It is also because the construction and insur- 
ance costs have skyrocketed far beyond anyone’s anticipation. 

We also are going to need additional acquisition funds earmarked 
for nonprofits and additional gap financing earmark for nonprofits 
so that nonprofits can develop some of this permanent supportive 
housing. If we want the most vulnerable people, particularly the 
chronically homeless and people with severe mental illness, sub- 
stance addiction, other severe problems, to be able to have access 
to these units, we need the nonprofit organizations that are most 
dedicated to these populations to be able to build the housing. 

So I thank you so much as a New Orleanian for your commit- 
ment to rebuilding our city and to make it a more inclusive place 
that provides a home for everyone. 

Thank you. 

[The prepared statement of Ms. Kegel can be found on page 312 
of the appendix.] 

The Chairman. I thank the panel. This again has continued to 
be of great use, and I guarantee you that we are writing a bill as 
we listen to you. 

I am going to turn now to the gentlewoman from California. I am 
going to waive my 5 minutes and turn to the gentlewoman, who 
is correctly identified by Ms. Browne for the leadership role she has 
been playing. 

Ms. Waters. I have so many questions, but let me start with 
that first witness from Enterprise, who testified about Lafitte. 



127 


You have been advancing the idea that you could do phased rede- 
velopment at Lafitte and that you have acquired some 200 prop- 
erties in the area and that you can provide the kind of social serv- 
ices of a model type program that will assist residents in getting 
jobs, job training, health care, and all of that. Some people are ask- 
ing why you chose Lafitte. That is the best of the housing project 
properties and with the least damage and that is the one where we 
could return the most people at this time. Why did you choose La- 
fitte? 

Ms. Koo. Thank you. Chairwoman Waters. 

Development is place-based and you have in this situation a very 
important first experiment, where the success will show that it is 
workable, restore hope and people will continue to invest in New 
Orleans, and if you fail, will forever doom the development commu- 
nity and investor confidence. 

We chose Treme as the community to put our attention to partly 
because it is the historic neighborhood of African Americans. It is 
located outside of the French Quarter, with easy access to employ- 
ment opportunities, and it is on relatively high ground. It took 
water, but it didn’t take 12 feet of water. 

Ms. Waters. How many units would you lose in this phased re- 
development in the actual housing project boundaries as we know 
it, not counting the 200 units that you are talking about outside 
of the project area? 

Ms. Koo. We are proposing to reduce the density so that there 
will be about 600 units, 5- or 600 units back on site; and then we 
would have about — 

Mr. Waters. How many are there now? 

Ms. Koo. 856. 

Ms. Waters. How many would — 

Ms. Koo. Then the offsite will take on all the one-for-one replace- 
ment plus 600 new additional first-time homebuyers’ homes using 
a lot of the blighted lots currently existing in the neighborhood of 
Treme. 

Ms. Waters. You stated that you had talked with residents. You 
went to Dallas? Houston? Where did you talk to these residents? 

Ms. Koo. I will defer to Jim, but we held week-long trips back 
in September, I believe, and then subsequently took a trip to Hous- 
ton. 

Mr. Kelly. That is correct. We have reached by phone, by sur- 
vey, and by direct contact, approximately 700 of the residents. 

Ms. Waters. You are saying that these are predominantly Afri- 
can American residents — 

Mr. Kelly. Absolutely. 

Ms. Waters. — who have — in what is a historical area where 
they are saying they are willing to support a project like Enterprise 
is proposing? 

Ms. Koo. Yes. 

Mr. Kelly. As I mentioned in my remarks, in a phased develop- 
ment where people can come home first and then you can do devel- 
opment after that. So it is a both/and, it is not an either/or. Let 
the residents come home — if there is 3-, 400, let them come home 
and then do phased development on the other properties. 
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Ms. Waters. Let me ask our resident who testified, Julie An- 
drews, about the development that is being described by Enterprise 
where they are representing that they have talked to residents, 
that they will make it a better community with all the services to 
go along with it, etc., what is wrong with that? 

Ms. Andrews. This company came in by night. If they have a 
real interest in bringing the residents home, not just 2-, 3- or 400, 
let all of them come home and let them continue to work with each 
other to plan their own communities. 

Ms. Waters. So what you are saying is that you don’t support 
phased development. You would allow everybody at Lafitte who 
wanted to return — even if it was beyond 3- or 400, 500, 600, every- 
body who wants to come home should be able to come home and 
return. And what do you say about development, period? Are you 
saying that there should be no development on the Lafitte site? 

Ms. Andrews. There should be no demolition. Development, we 
need our people home now before they die. After the residents come 
home and we have exhausted the lengthy waiting list with the 
Housing Authority who have been there for over 10 years, then we 
can talk about de-densifying the developments. But there is an ur- 
gent need for housing in New Orleans, and until you open up the 
housing developments, you are going to constantly hear the cries 
of just renters who cannot afford housing because the vouchers are 
demanding high rents in New Orleans. We need the developments 
open. 

Ms. Waters. Let me ask our representative Ms. Browne from the 
Advancement Project, has HUD cooperated with you in helping you 
to know where all of the residents are so that you can talk with 
them? They claim that they are contacting them and that they are 
coming up with the numbers who want to return, who don’t want 
to return. You have no way of verifying that. What do you need 
from HUD in order to do that? 

Ms. Browne-Dianis. In order for us to speak with our clients, we 
need the information about where our clients are to get their cur- 
rent contact information. 

We also would like to do a survey that would be a survey by a 
third party that would be agreed upon, that would be trusted by 
residents so that they could be contacted to find out whether or not 
people want to come home and when they would come home. But 
we have not received any cooperation from them in providing infor- 
mation about the clients’ whereabouts. 

Ms. Waters. Finally, do you agree that bringing everybody home 
who wants to come home, and not moving forward with any phased 
development until you have an opportunity to talk with the resi- 
dents, to get them involved and see what their ideas are about the 
future of these public housing developments, is that what you are 
recommending? 

Ms. Browne-Dianis. That is what we are recommending. That is 
how it is done in other cities. They don’t use a disaster as an ex- 
cuse, but the residents have to be at the table so they can figure 
out what their future is going to look like. 

Ms. Waters. Would you include in the definition of the residents 
not only those people who are returning but those people who are 
on the waiting list, who have been waiting to get into public hous- 
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ing that has been boarded up and not in use? Would you consider 
that it would make good sense to open up — repair those units, open 
it up, reduce that waiting list, and then let’s talk? 

Ms. Brown-Dianis. Yes. There are, I think, about 6,900 families 
who were on the waiting list for public housing units, another 
about 11,000 that were on the list for Section 8 vouchers, and they 
should be given places, in addition to which we can’t ignore the fact 
there may be more families who are in need of affordable housing 
than there were pre-Katrina. 

Ms. Waters. Thank you very much. 

The Chairman. The gentleman from North Carolina. 

Mr. Watt. Thank you, Mr. Chairman. 

Ms. Browne-Dianis — 

Ms. Browne-Dianis. Browne is fine, Mr. Watt. 

Mr. Watt. I am looking at page 4 of your testimony and just 
want to get the source of the information. Actually, I guess you in- 
dicate that the source is HUD. 

Ms. Browne-Dianis. HUD, yes. 

Mr. Watt. HUD has estimated that the cost to repair Lafitte is 
$20 million. The cost to completely overhaul the development is 
$85 million. The estimated cost for demolishing and rebuilding La- 
fitte is $100 million. 

Ms. Browne-Dianis. Yes. Those are all HUD’s numbers. 

Mr. Watt. That is their numbers. 

Ms. Koo. 

Ms. Koo. Yes, sir. 

Mr. Watt. What is the projected cost of your development? 

Ms. Koo. Our development includes more than replacing one-for- 
one but introducing — 

Mr. Watt. I didn’t ask that. I just asked you what the cost of 
whatever it is you are proposing. 

Ms. Koo. It would be around $180 million in all. 

Mr. Watt. The minimum cost to HUD would be $20 million, and 
if they did — your plan would be $180 million. 

Ms. Koo. HUD would only contribute about $15 million into the 
development because of the leveraging factor. 

Mr. Watt. What would be the development timeframe for your 
development? 

Ms. Koo. With phased development, our proposal is to bring resi- 
dents home to a section of the site and then leave some room for 
staging and immediately begin building on half of the site. The in- 
frastructure underground is — 

Mr. Watt. Ms. Koo, you are following the HUD theory of answer- 
ing now. 

Ms. Koo. Okay. 

Mr. Watt. Please just answer the question that I ask you, if you 
don’t mind, because I don’t have time, understand? 

Ms. Koo. Yes, sir, I understand. 

Mr. Watt. What would be the timeframe for your development? 

Ms. Koo. Within 9 months, there will be off-site replacement 
housing available; within 12 to 15 months, we would see the first 
beginnings of the permanent new units onsite. 

Mr. Watt. Ms. Browne, how long would it take to do the $20 mil- 
lion repair? 
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Ms. Browne-Dianis. Although I am not a developer or an archi- 
tect, our architect has said that basically what needs to be done in 
Lafitte, especially, since the first fioor units were the only ones 
that received fiooding, is to get the baseboards done, and get new 
fiooring, paint jobs, and mold removal. They say that for each 
unit — I can’t give you the estimate, but it probably would take 
them 3 months to do it. 

Mr. Watt. Ms. Koo, have you included in your development cost, 
the cost, $180 million, the cost of continuing to pay for all of these 
residents wherever they are scattered throughout, or is this devel- 
opment cost that you are talking about? 

Ms. Koo. No, that would be HUD’s responsibility. 

Mr. Watt. So that is not included in the $180 million that is 
your development cost. That cost of continuing to pay for hotel 
rooms or other things would be in addition to the $180 million. 

Ms. Koo. That is correct. 

Mr. Watt. All right. I am just trying to get a better feel for — 
so we have 3 months rehab time versus — well, I don’t know, what 
would it take? You have a phased development. What is the — over 
what period is the entire phasing going to take place to get the 
400-some residents back, as opposed to 600-some residents back? 

Ms. Koo. The entire phase will include 1,600 units that would 
cost $180 million, and we project completion by 2010 and — 

Mr. Watt. So 2% more years. 

Ms. Koo. For the whole 1,600 units. But because the phased de- 
velopment — 

Mr. Watt. When you have done all of that, how many of the pub- 
lic housing residents are back in this facility if they choose to do 
that? 

Ms. Koo. There will be one-for-one replacement. Up to 900 public 
housing units will be rebuilt as part of the 1,600. 

Mr. Watt. Some off-site. 

Ms. Koo. Some off-site on single family lots. 

Mr. Watt. How many off-site and how many on the Lafitte site? 

Ms. Koo. Perhaps half-and-half 

The Chairman. I thank the gentleman. 

I am just going to ask a question but also make a plea to all my 
friends who are developers — I work with them — but when we talk 
about replacement housing and phasing, can we see a project in 
which Phase I is new housing and then start moving people? I am 
waiting for where the first phase is the creation of additional units. 
Because we can talk about minimizing the displacement, but I will 
give a prize, within the ethics rules, which will make it pretty 
cheesy, to anybody who will come up with a plan for phased devel- 
opment in which Phase I is additional housing for low-income peo- 
ple and then we can start doing the other staff. 

Yes, Ms. Andrews. 

Ms. Andrews. Chairman, currently, we have several housing de- 
velopments that have space already leveled to build that additional 
housing. We need additional public housing units on Desire, on 
Peete, and on Guste, which is under construction. Imperial Drive. 
Of course, some of the others, because of Housing Authority ne- 
glect, are gone. 
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But what I hear today, when you talk about leveraging moneys 
to build developments, you start getting into private management. 
It does not work. It is not effective for the people. It only makes 
the rich richer and the poor more dependent. 

The Chairman. I think we need a mix. I do want to — 

One of the things that ought to come out of this is that public 
housing is a good thing. People live there voluntarily because it is 
better than anything else they can get, and we should reverse the 
tendency that we have seen, including the President’s current 
budget, which makes severe cuts in public housing. 

We build these units — society built units that were too dense in 
the first place, and then it didn’t provide any services for people 
who live there, and then they gave too little money to the people 
running the place. So — ^big surprise — they became run down. Then 
we blame people for living in rundown places that we built and 
helped run down. Let me get in the spirit of New Orleans: Quelle 
surprise. 

What we have to do now is to recognize that we can do public 
housing well. I think it would be a mistake to rule out some private 
housing. We have the people at NHP here. Mr. Mehreteab and his 
organization maintain some very good units in my area. There is 
a mix. 

When we talk about leverage, we talk about finding ways that 
we can make the public money go further by combining it with 
some private money; and I think that can be — if it is done right — 
be beneficial. 

Yes. 

Ms. Andrews. I am sorry to hog the microphone, but the Guste 
highrise in New Orleans is a perfect example of how resident man- 
agement works. We have worked hard over decades of time to have 
this happen, only to have these people take it away. 

The Chairman. Ms. Andrews, first of all, I may be older than I 
look, but the first resident management public housing, I believe, 
in the United States was Bromley Heath in the City of Boston in 
1969. I was the assistant to the mayor of Boston, and I continue 
to be in touch with the people where we did that. 

I agree with that, but I think you can go along with it with other 
factors. But I just — you say that there is vacant land now to build 
some housing. I agree with that, and we should build some hous- 
ing, and I want to tell everybody, let’s build the additional units 
we need as the first phase of this before we start moving everybody 
else out. 

I will now go to the gentleman from Missouri. 

Mr. Clay. Ms. Koo, I am familiar with Enterprise’s good work in 
my district to build strong, healthy communities. How will you 
bring this expertise there in rebuilding the Gulf Coast community 
and can you give me some examples of what a new development 
would look like? And please explain why you would use phased de- 
velopment. 

Ms. Koo. Thank you. Congressman Clay. 

Our approach is very simple. We look for local partners who 
could be on the ground caring for those units, perhaps working 
with residents to develop alternative management efforts involving 
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residents, as well bringing investors into supporting those develop- 
ments. 

I think Chairman Frank is right. If you want to build everything 
on Federal dollars, there is not ever going to be enough money to 
do it. Our success has been the leveraging factor, and the 
leveraging factor does not need to mean giving up mission. We 
have done it in many communities, in St. Louis, for example, where 
the very-low-income get to return and live in a better community 
than ever before because of support services. 

The phased development approach is forced by the issue of not 
having enough money to do everything that we feel is the right 
thing to do. It will take a lot more resources. Chairman Frank, to 
build new units on the vacant land, to fix up existing units and to 
replace everything, and that can be done with your help, with re- 
sources, with leverage fund legislation, but in the spirit of doing 
the best with what we have using low-income tax credit, using 
foundation funding, which we raised $5 million from the get-go to 
increase the capacity of low-income housing providers and helping 
housing authorities like in Biloxi, Mississippi, and elsewhere to buy 
land and plan affordable housing. 

We have a pipeline now of about 2,500 units that will come into 
service within the next 9 to 12 months. So we are encouraged by 
that kind of response and want to get your support to do more. 

Mr. Clay. You are actually talking about programs that you 
have tried, that have worked, that have been a collaboration of dif- 
ferent interest groups that have come together. 

Ms. Koo. Absolutely. 

Mr. Clay. Thank you for that response. 

Let me ask, Ms. Andrews, Ms. Dianis, and Ms. Kegel, what has 
been the cooperation of local and State elected officials in New Or- 
leans with your groups? Real quickly, if you could give me a de- 
scription of what has happened. 

Ms. Andrews. The Housing Authority of New Orleans is being, 
in their words, nonresponsive. The other agencies are being — they 
are ghosts. They are not there. 

The Chairman. Ms. Andrews, am I correct that the Housing Au- 
thority of New Orleans is not a locally elected body? It is run by 
HUD, am I correct? 

Ms. Andrews. Yes, it is. 

The Chairman. The Housing Authority is a HUD agency. 

Ms. Andrews. They are being also non-responsive. 

The Chairman. Once again, quelle surprise. 

Mr. Clay. Ms. Turner, you may answer if you have an experience 
and go down the line. 

Ms. Turner. Clearly, the Housing Authority is HUD, and they 
are completely lacking in credibility among residents and other 
low-income households. 

In addition, I think, the discriminatory responses of some of the 
parishes in the greater New Orleans area is another serious issue 
raised in the last panel that is undermining the ability of the re- 
gion to recover and low-income families to return. 

Ms. Browne-Dianis. Locally, I think the thing that is happening 
is that this is a political hot potato. No one is talking about it. The 
mayor doesn’t want to talk about it. The city council doesn’t want 
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to talk about it. Local elected officials at the State level do not 
want to talk about this. Because this is a battle between their con- 
stituents and their money. So no one is addressing the issue. The 
silence has been deafening. 

Mr. Clay. Thank you for that response. 

Ms. Kegel. 

Ms. Kegel. We were created as a public-private partnership so 
we have a good working relationship with Neighborhood One, 
which is the city government housing agency; and, also, in recent 
years, we have had a very good relationship with HANO, and we 
have enjoyed support from the LRA. But, having said all that, I can 
say that the population that I represent never seems to rise to the 
top of anyone’s priorities. There are always competing interests and 
it is hard to get the resources that we need for the most vulnerable 
people. 

Mr. Clay. I thank you all for your responses, and I yield back 
my time. 

The Chairman. The gentleman from Texas. 

Mr. Green. Thank you, Mr. Chairman. 

Let’s talk for just a moment, if we may, about the 66,000 Asian 
Americans who are impacted by Katrina and Rita, 17,000 of whom 
are limited English proficient. My assumption is that there are 
some unique problems associated with trying to service this con- 
stituency, and I would like for some of you, if you would, to please 
comment on the problems that you have encountered. 

I mention this because I am proud to see that the NAACP is 
here. I am a former branch president. But I now serve as a Chair 
of the Congressional Asian Pacific American Caucus Katrina Com- 
mittee Task Force, if you will, and one of the things that we have 
noticed is that we have to really make it clear to people that Asian 
Americans have been adversely impacted by these devastating hur- 
ricanes. 

So let’s start, if we can, with Ms. Koo. 

Ms. Koo. Thank you. Congressman Green, and we really appre- 
ciate your sensitivity on that question. 

Asian Americans represent a largely immigrant community 
where language is a hardship. What is on their side is motivation 
and a determination to succeed. When I talked to some of the dis- 
placed members, they said, a hurricane is nothing new; we ran 
away from war and we rebuilt. In a sense, they were the least de- 
pendent on government and the least expecting government to help 
them. 

In the instance of the Vietnamese American community in east 
New Orleans, within 6 months of the hurricane the entire commu- 
nity was back because they gutted their own homes and each oth- 
ers’ homes. Through the work of Providence Community Housing 
and Enterprise we assisted them in filing an application for low- 
income housing tax credits to plan the first retirement community 
to serve the elderly in their communities. 

But they do need a lot of help. They do not understand tax laws. 
They do not understand funding complexities. And in Biloxi, Mis- 
sissippi, east Biloxi, displaced Vietnamese fishermen continue to 
search for a means of livelihood. 
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I personally understand, because there is a big Vietnamese com- 
munity based in Houston, Texas, who are opening their homes and 
their hearts to displaced residents. 

So, very quickly, it would be incumbent on all of us and govern- 
ment officials to make sure that language does not become yet an- 
other burden to the recovery efforts of these communities. We need 
to be very sensitive to small business loans and to help the small 
venture capitalists to start up, whether it is growing vegetables in 
the market, or opening their restaurants back up, and housing is 
fundamental and key. 

So our effort in New Orleans will include working with that com- 
munity. Thank you for your inquiry. 

Mr. Green. Thank you. 

Mr. Kelly, would you like to respond. 

Mr. Kelly. I would add that we provided a tremendous amount 
of case management support services to and with the Vietnamese 
community, and we have also helped them form their own CDC as 
they try to ratchet up and do more housing in the future. 

Mr. Green. One final question, and this one will be for Mr. John- 
son. Mr. Johnson, you referenced a city that has an ordinance that 
requires persons to lease only to relatives. Is this correct? Who is 
it — 

The Chairman. Mr. Perry in the previous panel. That was Mr. 
Perry in the town of Saint Bernard Parish. 

Mr. Green. As he is not here, I will yield back my time. 

The Chairman. Next is the gentleman from Missouri, Mr. Cleav- 
er. 

Mr. Cleaver. Mr. Johnson, one of the requirements of Federal 
statutes with regard to community development block grant is that 
HUD is to hold public hearings in areas prior to spending of CDBG 
dollars, and I am curious, based on some of the comments I have 
heard from some of the activists, whether or not those hearings 
have in fact taken place. 

Mr. Johnson. The requirement to hold public hearings was re- 
laxed when the 2005 supplemental bill was passed. It allowed the 
State officials to create a public comment period to determine and 
allow the community to have input. 

During the first public comment period, we were able to organize 
individuals, sending over 3,000 letters objecting to Phase I of the 
use of the CDBG funds, which completely excluded home renters, 
senior citizens on fixed incomes, and the disabled community. That 
was completely ignored. 

We followed that up with a meeting with HUD and also pro- 
viding them with those same letters suggesting that they should 
not waive the requirement that funds be used for low- to moderate- 
income individuals, and that was also ignored. 

It was not until the anniversary of Katrina and with the media 
frenzy that came to the State that it was recognized that only 75 
checks had been issued from the State of Mississippi and contracts 
had gone to lawmakers, a particular State Senator, that they began 
to expedite the process and increase the amount of money awarded 
to homeowners and they finally began to get checks out of the door. 
And it wasn’t until after the election that they created a Phase II. 

Mr. Cleaver. So there were no public hearings. 



135 


Mr. Johnson. There were no public hearings. 

Mr. Cleaver. I don’t recall — I will check when I get back to the 
office — that when we approved the money for Katrina that there 
was — I don’t remember anything related to a relaxation of the re- 
quirements for a public hearing, which I will check, and in cities 
there has to be a major public hearing before the annual commu- 
nity development dollars are voted on by any city council. I remem- 
ber specifically asking the question of the Secretary of HUD, sitting 
in the exact chair where you are sitting, whether or not we were 
going to have a public hearing. I was assured that we were. 

When Chairwoman Maxine Waters took her committee to New 
Orleans and Louisiana, I asked the question of the HUD represent- 
ative at the meeting whether or not there were going to be public 
hearings. He told me yes. And, as I suspected, you are saying that 
didn’t happen. 

Mr. Johnson. Only a public comment period, not a hearing. 

Mr. Cleaver. Thank you. 

My other concern — the gentleman isn’t here. He raised a ques- 
tion today about public housing, and he didn’t live in it, and he 
didn’t understand why people wanted to go back to the way it was, 
and he failed — and I am talking to myself now — he didn’t under- 
stand that people don’t trust HUD, and it has nothing to do with 
going back to things the way they were. People don’t trust HUD, 
and I don’t think they should trust — I mean, the Federal Govern- 
ment is not trusted. 

In 1991, there was a decision made to build a Capitol Visitors 
Center, and the cost was $79 million, and there was a $200,000 ini- 
tial allocation to study the project. That was in 1991. In 2000, the 
construction started. At that time, it was about $300 million, and 
today it is still not finished, and the cost is $560 million. 

So when somebody tells me, as I was told by the gentleman 
today from HUD, that we will have the new development in 2 
years, I don’t put my tooth under the pillow anymore, because I 
don’t think the tooth fairy will deliver, and I don’t think that HUD 
is going to deliver, either. 

I am speaking out of frustration. The gentleman is gone who 
raised the issue, but I understand your frustration as well. 

And it seems to me, Ms. Browne-Dianis — anybody can answer 
this question — the problem with HUD running the Housing Au- 
thority has to be addressed, because you can’t expect the agency 
that has failed, to unfail. And it seems to me that if we are going 
to try to really address this problem that one of the things that 
must be fixed quickly is either a receivership or the Housing Au- 
thority — and you probably won’t like this part — will have to be 
turned over, as it is in most cities, to the mayor. Because — 

Listen, I am just telling you the way it happens. But the problem 
is, if you are saying that HUD — that you don’t trust HUD, which 
I don’t either, especially under the current arrangements, then we 
have almost an insolvable problem expecting somebody to fix the 
problem who helped break it. 

I am finished. 

The Chairman. As we move on, the gentleman from Minnesota, 
one of our new members has been patient. 
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I will just make two comments. His analogy to the Capitol Visi- 
tors Center is not complete to what we are telking about here be- 
cause, for that to be complete, the people building the Capitol Visi- 
tors Center would have had to first move Congress to another loca- 
tion and promise us that we could move back when it was finished. 
We were smart enough not to subject ourselves to the promise that 
you will be able to come back when it is finished, that we think 
it is okay for poor people, but we don’t buy that ourselves. That is 
one thing. 

The other thing I would say is that when people cast doubt on 
why people would want to live in public housing — and we know we 
have waiting lists. I have always thought the greatest political wis- 
dom, given the world of limited choices, was expressed by a philoso- 
pher named Henny Youngman in his very famous line, “How is 
your wife?” “Compared to what?” People are living in public hous- 
ing and other people don’t like it, well, compared to what? 

I will say, to update that in recognition of my State of Massachu- 
setts, I now personally say, “How is your husband?” “Compared to 
what?” 

With that, I will now turn to my colleague, the gentleman from 
Minnesota. I do want to say we appreciate you staying. Frankly, 
it is somewhat unusual, 8V2 hours after we started this, you still 
have a large number of Members of Congress here, and that is a 
promise to you that you have reached the top of our agenda. And 
this subcommittee, before the spring is over, will be bringing for- 
ward legislation responsive to what we have heard today. The gen- 
tlewoman from California will be chairing that in our sub- 
committee, so this is time that you will find is well spent. 

The gentlemen from Minnesota. 

Mr. Ellison. Mr. Chairman, today my mission was to listen 
much more than talk. I really don’t have any questions. I just want 
to express my appreciation to you and the gentlelady from Cali- 
fornia for your leadership in this area, but mostly I want to express 
my admiration and respect for all of you who have come here today 
to tell us what we really need to be thinking about in terms of ad- 
dressing this situation involving Katrina. 

I have said consistently that what started out at as a national 
disaster has ripened into a political disaster, and it shouldn’t be 
that way. So stick to it. 

I was in and out a lot today, but I was listening to every word, 
even when I was back in the other room, and I look forward to 
working constructively with you. 

But I guess the one question I would have is, Ms. Andrews, I 
mean, I heard you say that HUD has been non-responsive. We 
have seen testimony today from HUD and other agencies. Do you 
have any suggestion as to — this might be a bizarre question, but 
you have been eloquent and thoughtful, and I thought I would ask 
you your opinion. Do you have any ideas as to what you might rec- 
ommend to us to help break the logjam? 

Ms. Andrews. Thank you, sir. I most certainly do. We need to 
again — well, I don’t think it has ever happened, but we need to put 
in place a majority resident board of commissioners to run the 
Housing Authority of New Orleans. We need to put in place resi- 
dent management across that City. We need to put in place other 
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CDC’s and other venues where residents can do what they need to 
do without having other people come in and tell us what they want 
to do. We need that, and we needed that before Hurricane Katrina. 
And also now is not the time to tear down public housing. It is not 
the time. Let us go home, and then we will talk. 

Mr. Ellison. Mr. Chairman, I guess that raises another question 
for me. What would it take in order to achieve that which you pro- 
pose, Ms. Andrews, in order to have that grassroots residence con- 
trol over the matter? I suppose that would be a statutory change 
or could that be done — 

The Chairman. That would be — the way it works, I believe, 
would be in the State law of Louisiana. There is a Federal law that 
creates public housing, but the composition of the various housing 
authorities is left to State law, with some Federal sort of overall 
guidelines. But, essentially, it a State law question. 

Ms. Andrews. We have undergone many resident management 
trainings. I personally have two certifications for resident manage- 
ment. We have other people who are doing this as we speak. We 
didn’t dedicate all our years to take these trainings to become dor- 
mant, to be managed by private management. Our people need, 
and our people need now. I know you heard my testimony. The peo- 
ples’ cries are deafening. We can’t survive like this. We need to 
come home. New Orleans can’t survive. There will be no schools 
and no businesses if we don’t go home. 

Ms. Waters. Mr. Chairman, if I may, I would like to make a 
comment here. We are going to come to New Orleans — we are 
going to be in the Gulf Coast region, and we are going to do Mis- 
sissippi, also, but we are going to be in New Orleans, and we are 
going to visit public housing developments, and what I would like 
to have you participate in is the identification of units in the public 
housing developments that you consider the least costly to ren- 
ovate. 

I am asking you this because, normally, we would rely on HANO 
to take us around to the units. They are going to show us the worst 
ones. So I would like to have my colleagues, when they come, take 
a look at a fair representation of what is there. We know some are 
worse than others, and we know some are in better condition than 
others, and I just want to make sure that we are looking at it. 

Also, I would like you to work with my staff to make sure we are 
looking at everything. 
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The Chairman. The staff of both the subcommittee and the com- 
mittee will be in touch, and I just want to reiterate to all of you 
that you have our commitment that we plan now to act legisla- 
tively. Sometimes, you are not sure what can be done. A number 
of very important specifics have come in. Not everything is under 
our control. But a number of specifics are, and there are other 
areas where we can exercise influence, and I want to assure you 
that I think you can count on legislation coming out of this com- 
mittee that will be responsive to many, although certainly not all, 
of your concerns, and we hope — we are pretty optimistic we will be 
able to get it through the House and work on it. 

So we thank you all very much for giving us all of this time. It 
has been, I believe, to our mutual benefit. 

And this hearing is, at long last, adjourned. 

[Whereupon, at 6:30 p.m., the hearing was adjourned.] 
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CONGRESSMAN JOE BACA (Statement to be filed) 

Financial Services Committee Hearing 

Statement on “Federal Housing Response To Hurricane Katrina” 
February 6, 2007 


Thank you, Mr. Chairman. I thank the witnesses for joining us today. 

It’s been one year and a half sinee Katrina hit the Gulf Coast, yet many 
people are still struggling to rebuild their lives. Progress is moving along 
but New Orleans & the surrounding area continue to struggle with the 
pain of rebuilding. 

The American people agree that more work needs to be done to restore 
the area. Still, we were let down once again when the President failed to 
even mention Katrina in his recent State of the Union address. 

Today, New Orleans has only 30% of its child care centers, about half its 
public schools, 40 % of its restaurants, and just half of all the public 
transportation routes it had in place prior to Katrina. 

Thousands of people are still living in trailers or with their relatives and 
families can't move into their neighborhoods because they have no 
homes to return to. Many evacuees are only just beginning to get their 
checks in the mail to rebuild their homes- one year after Congress 
appropriated it! 

The recovery is taking too long. Relief must be accelerated. 

The Bush Administration must stay on the job and restore the Gulf Coast 
economy. As a member of this Committee I stand ready and willing to 
do what it takes to help speed up the restoration. These families and 
children can’t afford to wait any longer. They need our help now. Thank 
you for convening today’s hearing, Mr. Chairman. I look forward to 
hearing today’s testimony. 
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Opening Remarks of Representative Marsha Blackburn 

Mr. Chairman, thank you for holding this important hearing. Thank you also to 
the panels of witnesses that will be before us today. Determining the effectiveness of the 
federal governments response to the housing crisis faced after Hurricane Katrina helps 
our country develop a more effective response for future natural disasters. 

The devastation that Hurricane Katrina wrought personally affected my family in 
Mississippi and I saw firsthand the unimaginable damage of this natural disaster. Our 
thoughts and prayers are with the victims. As we focus on providing housing to victims 
of Hurricane Katrina, I look forward to examining the roles of the federal, state and local 
government and the interaction between them. 

I also hope to investigate the effectiveness of the billions of dollars in federal aid 
that was spent throughout the Gulf Coast on relief and recovery efforts. The committee 
should also examine the speed of recovery in Louisiana and how going forward this 
process can be accelerated. In looking back, I also hope that we can develop a 
comprehensive strategy for the future of this region. 

I look forward to hearing the testimony today from all our witnesses and look 
forward to working with the committee. 
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H€pr€$entmg Citrus, Hernando, i akf I 
Marion, Pasco,, Polk, and Sumter ( 



Committee on Financial Services Hearing 
“Federal Housing Response to Hurricane Kau ina” 
Febniary6, 2007 

Statement for the Record 


Thank you Mr. Chairman for holding this hearing uxiay. 

Mr. Chaimnirt, the tragedy ofHuiTicane Katrina still feels fresh in many minds, meiutiiiig 
mine. After going through eight hiinricancs in Ie.ss than two years. ,is Florida tlid, 1 can 
sympa(hi/c with the tragedy Katrina’s victims have experienced, and my heartfelt prayers 
still go to those who lost so much. 

Tragedies like that of Hurricane Katrina remind us that no matter how .sophisticated 
America gets, we are still at the beck and cal! of Mother Nature, Just this weekend I 
tOttMd ceatral Florid.a. which as you know', wns ravished by three unexpected, deadly 
tornadoes. At least 20 pcc'plc are dead in Florida because of the tontadoes,. and in, m.y 
district alone over 1.200 homes w'ere damaged. One-hundred-sixty*fonr of those ho,nies 
were conspietely destroyed and at least 500 homes are unijihabhable. 


What .still ama.zcs me in these times of disaster is the swift responsiveness of the Florida 
govemment. Other than a few minor implications, in every natural disaster Floridahs 
state, county and mvmieipa! governments, and even local neighborhoods, arc prepared, 
organi/ed. mobiii/eel. and ciTcctiv'e. And our residents take if upon themselves to be 
pre()iired also - they stock up on necessities before a tragedy sinkes, they .have escape 
routes and coniniunicatiop plans in place, and they do not reh on .nnonc else to lakc care 
of them, including their government. 

Wehavc uncov cred m.any mistakes ill the aftermath of Hun icanc Katiina Fi-.MA tacked 
controls and ovei'sight to prevent rampant waste and fraud, and many claim that the 
lesicral goventmeni's response was slow and inadecjuate. However, ! hope today w c also 
look at the mistakes of the hx-al govemment* involved in Katrina ami whal they can do 
dtOcrently (o protect themselves should disaster strike again. If we are on a wiieh-hunt 
today m this committee hearing, let us not be selective in which vvitchs"s we pcisccute 

Thank you again Mt Cluimian, and 1 took forward to hearing troin mir witnesses today , 


Page 1 of I 



143 


Opening Statement 
Congresswoman Julia Carson 
Financial Services Committee 
February 6, 2007 

Chairman Frank, Ranking Member Bacchus, thank you for holding 
this important hearing today. It is important that we examine the 
government’s role in responding to the needs of the people after a 
catastrophic event like Hurricane Katrina to better prepare the 
country should another disaster of this magnitude occur again. 

A lot has happened since the Hurricanes devastated the Gulf Coast 
in 2005. However, the Gulf Coast and the people that lived there 
are still in the same simation a year and half ago. According to 
Ms. Crowley’s testimony, no less than 150,000 low-income 
evacuees are still displaced. Many are still waiting on money from 
insurance settlements, money from FEMA or money to be released 
from the states. It is not to say that the efforts of many, such as 
Catholic Charities and Volunteers of America, have gone 
unnoticed. These organizations have helped many clean their 
homes and also navigate the complicated bureaucratic system for 
assistance. 

This hearing is designed to examine how the Federal government 
responded to this disaster. I believe the governments’ 
mismanagement of the situation compounded the situation, making 
things worse than we could have imagined. FEMA would deny or 
terminate applications for assistance while there were no clear 
eligibility guidelines were implemented that would possibly 
explain some of the denied applications. Recently, a judge ordered 
FEMA to reinstate 1 8% of the households whose assistance had 
been terminated. However, many people did not reapply for 
FEMA assistance due to lack of confidence in the department’s 
ability to handle their application. The FEMA hotel/motel 
program had to be extended twice and once by court order. This 
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clearly demonstrates that the department had almost no concern for 
those who had lost their homes and staying in the hotel or motels 
was their only shelter. It should be noted that FEMA has 33,000 
people still living on assistance and approximately another 100,000 
are living in FEMA trailers. 

As most members of this committee are aware, we have had this 
hearing before. Not only have we held hearings, we have passed 
legislation that would have jump started the rebuilding process, but 
it was stopped by the Administration. Last year, we passed the 
GSE bill which included $500 million to be used for affordable 
homeownership and rental housing properties. Congress has 
appropriated close to $17 billion in CDBG funds to the various 
states affected by the hurricanes. This Congress has taken action 
to help the people that have had their lives uprooted, but progress 
is slow. 

As plans continue to develop, we must stay focused on who they 
affect. HUD has developed a plan that would destroy 4,534 
apartments in five public housing developments in New Orleans. 
Currently there are over 4,000 families that lived in public housing 
units that have been unable to return. If HUD’s plan is carried out, 
the city of New Orleans would have lost close to 85 percent of its 
public housing in the past decade. Rebuilding the Gulf means 
rebuilding so that everyone who wants to go back can afford to 
return. 

Once again, I thank the Chairman and Ranking Member for 
holding this important hearing and look forward to the testimony 
of the witnesses. 
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Cong. Garrett Statement for Katrina Hearing (2-6-07) 

I would like to thank our panel(s) for their testimony and being 
with us here today and I would also like to thank out gracious 
Chairman for scheduling the committee’s first hearing of the year 
on such an important topic. 

Last year, I had the opportunity to visit New Orleans and have a 
first hand look at the ongoing recovery efforts. I toured some of 
the most devastated areas on foot, by bus, and by helicopter. I 
spoke to business, civic, and government leaders. I explored the 
problems of red tape encountered by the contractors who are 
working to physically rebuild New Orleans and other Gulf Coast 
cities. Mr. Chairman, I know there are still many ongoing 
problems in the affected areas and I look forward to continuing to 
work with my colleagues to see that the needs of the region are 
met. 

Mr. Chairman, one thing I would like to focus my questions on 
today is some of the problems of waste, fraud and abuse of the 
money that Congress appropriated to the area. Currently, by my 
count, there have been at least 7 GAO reports detailing multitude 
abuses that have resulted in the waste of billions of taxpayer 
dollars. Just today, in an Associated Press report, I read that, “At 
least 162,750 homes that didn't exist before the storms may have 
received a total of more than $ 1 billion in improper or illegal 
payments.” 

The most unfortunate thing demonstrated by these reports is that 
the victims of the storm were clearly penalized a second time by 
waste, fraud, and abuse in the relief mechanisms set up to help 
them. It is a matter of trust and a matter of accountability and we 
owe it to the victims of the Hurricane to do better. We owe that to 
the hardworking American taxpayers who funded the relief as well. 
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There is no doubt that there is a lot of work still to be done - both 
in meeting the needs of the victims of Katrina and Rita and in 
rebuilding the infrastructure of the region. But we must make 
certain that the money that Congress sends to help these victims 
rebuild their lives actually gets to the people who need it most. 
Simply pouring money into the region without any controls for 
accountability and oversight helps no one. 

Congressman Scott Garrett 
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February 6, 2007 

Congressman Sires Opening Statement for Committee on Financial Services 
Hearing entitled, “Federal Housing Response to Hurricane Katrina” 

Mr. Chairman, I want to thank you for your leadership in calling this hearing today. It is 
a shame that 1 7 months after Hurricane Katrina devastated the Gulf Coast region, the task 
of repairing homes and rebuilding housing in the region remains largely unfulfilled. But 
we are making progress today; by highlighting what still needs to be done. I am hopeful 
that all those affected by Katrina and, in particular, those who have yet to return home 
will be able to do so soon. 

I do not need to spend a good deal of time today sharing the horrible statistics that 
describe the reality in the Gulf Coast Region. We all know that Hurricane Katrina 
devastated 90,000 square miles and made 770,000 people homeless. We know that 
nearly 300,000 homes were completely destroyed or made uninhabitable because of 
Katrina. And we know that the numbers of evacuees who have returned home is low, 
especially in the Ninth Ward of New Orleans where only 20 percent of these residents 
have returned home. 

Many residents of New Orleans and other hurricane-affected communities long to come 
home, yet they cannot because safe and affordable housing is not available. The vibrancy 
of a community is tied to the residents who call it home. By bringing folks back home, 
the region will see an improved economy with more jobs, stronger familes, and more 
students who are ready to learn. 

I look forward to hearing what our witnesses have to say, but 1 am specifically interested 
in learning what we, here in Congress, can do to bring the people and their communities 
back together. Thank you, Mr. Chairman. 
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Thank you, Chairman Frank, for calling this hearing. Thank you also for all the help you 
have provided to me and my constituents since Katrina. 

The flood insurance buy-in bill that you and Chairman Watt drafted, to help homeowners 
who had homeowners insurance but not flood insurance, eventually led to the Mississippi 
and Louisiana homeowner assistance programs that were funded through the CDBG 
program. Although the House Republican leadership and the Bush Administration 
blocked our bill, Sen. Cochran was able to gain approval for homeowner assistance using 
CDBG funds. 


The Mississippi program is very similar to our bill except that it took a year for HUD and 
the state to create and implement the new program. Our bill would have provided relief 
much more quickly by allowing homeowners to file flood insurance claims, up to the 
amount of their homeowners policy, that would be funded with disaster appropriations. 

We are very grateful for the CDBG funds, but HUD and the state created a slow, 
bureaucratic, procedure where the situation called for expedited action. Homeowners had 
to wait and wait for assistance while the state tried to verify every detail with insurance 
companies, lenders, FEMA, SBA, and other agencies. Those companies and agencies did 
not have extra personnel or motivation to quickly verify each application. Homeowners 
should have been able to provide copies of their documents, sign affidavits, and then get 
their checks, with the clear understanding that any fraud would be prosecuted to the full 
extent of the law. 
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While the state was treating every disaster victim with suspicion, the Mississippi 
Development Authority, the state’s economic development agency, saw no problem 
giving a contract to the State Senate Finance Committee Chairman and two other state 
legislators. I am sorry to report that the State Ethics Commission said it was okay for a 
state agency to award a contract to a legislator who has influence over that agency so 
long as only federal funds, and no state funds, are involved. I hope your committee will 
pass language to prevent that in the future. 

In addition to the housing assistance grants, Mississippi is using the CDBG funds to build 
water and sewer infrastructure, to rebuild public housing units, to rebuild utility 
infrastructure, and to temporarily subsidize homeowners insurance in the state wind pool. 
While I agree that those are important needs on the Coast, I want to be sure that 
homeowners receive all the assistance they should get from the grant program. For that 
reason, I ask the committee to require full accountability in the grant program. There 
shoidd be a list of who was paid and how much they were paid. These are federal tax 
dollars, so we need to know that they were spent fairly and appropriately. 

Seventeen months after Katrina, South Mississippi’s recovery is still delayed by the 
refusal of several insurance companies to pay fair wind claims. I wrote to Chairman 
Frank asking that the Financial Services Committee conduct investigative hearings about 
the denial of thousands of Katrina wind claims wherever insurers could blame flooding. I 
am very grateful that Mel Watt, Chairman of the Oversight and Investigation 
Subcommittee has scheduled a hearing for February 28. I intend to lay out the case at 
that time for a full investigation of the actions of the insurance companies and the 
engineering firms, adjustment firms, and other contractors they used to deny claims. 

For thousands of destroyed properties in Mississippi, insurers assigned all damages to 
flooding covered by the National Flood Insurance Program and none to their own 
windstorm policies. The Mississippi Coast suffered several hours of very destructive 
hurricane winds before inundation by the storm surge. Insurers paid billions of dollars of 
wind claims inland, where they could not possibly blame flooding. In the 79 counties 
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north of the three counties on the Gulf, insurers paid more than 250,000 claims totaling 
more than $3.5 billion. Claims were paid in every county in Mississippi, as far as 300 
miles inland. 

Insurance claims data from the three Gulf Coast counties show that the National Flood 
Insurance Program and the Mississippi wind pool paid much more than did private 
insurers. NFIP estimates it will pay approximately 1 8,000 flood claims in the three 
Mississippi Gulf Coast counties for a total of $2.6 billion. That is an average of $142,000 
per claim, where the average policy was $148,000. HUD will pay an additional $3 
billion in CDBG funds to assist homeowners who did not have flood insurance. 

I am convinced that insurance adjusters billed the flood insurance program for some 
damage that should have been covered by private wind insurance. Last year, Mr. Frank 
and Mr. Oxley helped make sure that I could offer an amendment to the flood insurance 
reform bill to have the Inspector General of Homeland Security investigate those claims. 
My amendment passed by voice vote. Although the Senate did not pass the flood 
insurance bill. Senator Lott was able to add that provision to the Homeland Security 
Appropriations Act. The Inspector General is required to report his findings by April 1. 

Insurance companies have a conflict of interest when we allow them to decide whether to 
assign damages to the federal flood program or to themselves. The flood insurance 
program does not provide sufficient oversight to protect the federal taxpayers. The 
contract between NFIP and an insurance company requires an adjuster to represent the 
flood program as well as the insurance company. The federal regulations require the 
adjuster to make a proper adjustment, and apply the same standards to the flood claim as 
to the wind claim. That certainly did not happen in South Mississippi. 

There is documented evidence of cases in which insurance companies or their contractors 
pressured engineers to revise their reports or ordered a second report if the first report 
concluded that damage was caused by winds. Once they learned they could not control 
all of the engineers. State Farm simply stopped ordering engineering reports. Instead, the 
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company sent a “Wind-Water Claims Processing Protocol” from its headquarters in 
Illinois instructing their adjusters to pay nothing on a wind claim if any of the damage 
could be caused by flooding. 

State Farm used Haag Engineering and adjusters from E.A. Renfro to justify denials of 
wind claims. Both companies have a history of questionable actions, including a 2006 
decision against State Farm’s denial of 1999 tornado claims in Oklahoma. The 
Oklahoma jury found that State Farm acted with malice and recklessly disregarded its 
duty to act fairly and in good faith by employing Haag Engineering and E.A. Renfro. At 
the February 28 hearing, I will ask Mr. Watt’s subcommittee to investigate State Farm, 
Haag, Renfro, and any other partners that conspired against consumers and taxpayers. 

Later this week, I intend to introduce a bill to create a multi-peril insurance option to the 
flood insurance program. That bill will create a new program to provide wind and flood 
coverage in one policy. In order to be fiscally responsible and honor our commitment to 
pay-as-you-go budgeting, the premiums would be based on the actual risk with no 
subsidy. If this bill is enacted, property owners will be able to buy insurance and know 
that their damage will be covered. They would not have to hire lawyers, engineers, and 
adjusters to try to prove what damage was caused by wind and what was caused by water. 

If insurance companies get away with placing the burden of proof on homeowners to 
prove that damage was caused by wind, 1 am afraid that many people will not evacuate 
the next time a major hurricane approaches the Gulf Coast. I have had friends tell me 
that they will stay behind next time with video recorders to document the damages. 

There is an urgent need for a wind and water insurance policy for the 53% of American 
who live in coastal states. In recent months, insurance companies have cancelled wind 
policies in coastal areas from Massachusetts to Texas. In state after state, companies 
threaten to leave unless the state approves higher deductibles, higher premiums, and 
places the highest risk areas into state-sponsored risk pools. 
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I am grateful that Chairman Frank has committed to holding a hearing on the multi-peril 
insurance bill sometime in March. The bill would ensure the availability of wind 
insurance in coastal areas. It also would increase the reach of flood coverage among 
property owners who are at low to moderate risk of flooding. 

I look forward to working with the committee on these important insurance issues. 
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Opening Remarks of 
Honorable Maxine Waters, D-35‘** CA 

Committee on Financial Services 

Hearing “Federal Housing Response to Hurricane 

Katrina” 

Room 2128, Rayburn House Office Building 
February 6, 2007 
10:00 AM 

Good Morning Mr. Chairman and ladies and 
gentlemen. I would like to thank Chairman Frank for 
holding today’s hearing on the “Federal Housing Response 
to Hurricane Katrina.” This hearing is long overdue, 
because the victims of Katrina are facing an affordable 
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housing crisis and immeasurable human tragedy in the Gulf 
Region, particularly in the City of New Orleans. 

People are suffering because many individuals and 
families want to return to the Gulf Region. However, there 
is very little if any affordable housing to which to return. 
The public housing stock was decimated by the storms, and 
its condition in many cases worsened by malignant neglect. 
The infrastructure is inadequate to support housing. 
Homeowners who want to rebuild are being asked to do the 
impossible. Many homeowners who have lost everything, 
and have yet to receive a dime from State authorities in 
Louisiana and Mississippi for damaged or loss homes, 
although the funds for their homes is funded through 
federal Community Development Block Grant program 
funds that the Congress appropriated last year — $16.7 
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billion in CDCG funds with $10.4 billion to Louisiana and 
$5.5 billion to Mississippi since of January 2006. 1 want the 
record to show that these are funds that Members of 
Congress, including myself, wanted to go directly to the 
people of the Gulf Region. 

Unfortunately, the response of the federal 
government to the housing needs in the Gulf Region can be 
best described as “temporary.” Interestingly, on September 
1, 2005, HUD posted its response on its Website indicating 
that a housing subsidy of $10,000 per displaced household 
would be made available, regardless of income, to 
supplement temporary housing costs for one year. That 
same day the proposal was removed from the HUD 
website, never to be seen again. This was the prelude to the 
one of the nation’s worst responses to a disaster in our 
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history. To make matters worse, FEMA rather than HUD 
attempted to manage the housing needs in the devastated 
areas. FEMA received the major portion of funds contained 
in two appropriation bills for the initial emergency response 
and repair, $62.3 billion. On June 15, 2006 Congress gave 
FEMA an additional $6 billion. We now realize that FEMA 
was not equipped then, nor is it today to address housing 
issues related to disasters. The House passed legislation last 
year which would have removed responsibility for housing 
from FEMA and transferred it to HUD. 

As you know, FEMA was providing rental assistance 
to 700,000 households. Currently, 33,000 households are 
receiving rental assistance. So, does HUD have the 
infrastructure to better serve the housing needs of these 
33,000 households? FEMA just recently extended housing 
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assistance to households displaced by Katrina through 
February 2008. 

Part of the housing crisis in the Gulf Region is linked 
to the state of public housing. One of the hardest hit areas 
in the Region is the City of New Orleans, where more than 
14,000 public housing units were damaged or destroyed by 
the hurricanes. While many public housing units were 
scheduled for demolition years ago, HUD and HANO have 
slated 5000+ units for demolition to make way for 
substantial redevelopment. However, there are many, 
including myself, who do not want to see the wholesale 
dismantling of public housing in New Orleans. I believe 
that a phased development approach in New Orleans will 
allow those tenants who want to return to New Orleans the 
opportunity to return, while enabling the City to undertake 
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development efforts that will be in the best interest of the 
community, particularly those who lost housing and want 
to return. We must not lose sight of the fact that 
development for development sake will not work in New 
Orleans, because most if not all of the social infrastructure 
in many communities in the Gulf Region has been 
destroyed — hospitals, schools, churches, businesses as 
well as security. 

One of the major efforts in the Gulf Region, include 
making homeowners whole again. In Louisiana, the State 
established the “ROADHOME” program, with the promise 
to pay up to $150,000 per household to rebuild in the State 
of Louisiana, although at last count fewer than 400 of the 
more than 100,000 homeowners who have applied had 
collected a single dime under program. What really 
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concerns me is that the funding for the ROADHOME 
program are federal CDBG funds that we in Congress 
appropriated for the sole purpose of rebuilding in Louisiana 
— $10.4 billion. Rebuilding can not take place when the 
requirements being imposed on homeowners, some of 
whom are elderly or who have lost everything, are being 
screened for fraud and the like. Indeed, under the 
ROADHOME program there is no way to pay $150,000 to 
the 100,000 who have applied. I do not believe that the 
State of Louisiana has any intention to use all of the CDBG 
funds for its ROADHOME program. 

Mr. Chairman. I have many questions for today’s 
witnesses. I hope that the testimony today will answer 
many of those questions because the victims deserve 
answers. Thank you. 
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Financial Services Committee Hearing to Examine Federal Housing Response to 

Hurricane Katrina 

Prepared Statement of 
Julie M. Andrews 
Residents United 
February 6, 2007 

We, the people of New Orleans public housing, need to come home in order to rebuild 
our cities, to reform our communities, to raise our children, who are victimized in other 
cities. As displaced people, other poor and oppressed communities feel we are taking 
something away from them. 

We need to come home. 

When Mayor Ray Nagin said “citizens eome home,” we thought we were citizens also. 
Many people who were shipped across the country come from far away with what little 
they had when they heard the mayor’s message, and were again displaced. Over 60% of 
the city’s properties remain damaged from Hurricane Katrina. However, the majority of 
the livable units are in public housing — and yet these units remain fenced off and boarded 
up by the Housing Authority of New Orleans (HANO) and HUD. While other citizens 
were allowed to salvage their personal belongings, our possessions were stolen and 
vandalized because we were not allowed back. Citizenship is not based on 
homeownership. We are citizens too. 

Employment opportunities are great in New Orleans. It is hard to work in a city where 
you do not have a home. While billions of dollars are given to contractors of pay 
employers from other states, and house them in hotels, we, the working poor in New 
Orleans, are able, willing, ready, to come home so we can rebuild our city ourselves — 
just as our ancestors did many years ago. 

When opportunists come to New Orleans to exploit our livelihood, Mth their vision of 
what the new post-Katrina New Orleans should look like, they sour the gumbo. We 
make New Orleans what it is. The housing developments, B.W. Cooper, C.J. Peete, 
Guste, Iberville, St. Thomas, Florida, Fischer, St. Bernard, Lafitte, and Desire, housed 
over 5,100 families. Today, many of these units are livable, but we are locked out. 

We would like to work with you to bring our residents home. We are organized, and we 
ask that you join us to open all public housing units. At this time, the rich are getting 
richer, and the poor are being further oppressed by the vicious plot to eliminate the low- 
income people of New Orleans, most of who are people of color. It is an abomination to 
attempt to replace one race of people with another for the sake of economic gain. 

The housing developments have been a safety net, protecting us against the hurricanes 
and providing us with our communities when no else wanted us in theirs. 
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Our people want to come back to our communities, and we need this now more than ever. 
As displaced victims, our seniors are being denied a full range of medical services, our 
children are being denied a safe haven for education, and we are denied jobs. We want to 
come home. Without this population of people, our communities remain desolate, our 
schools are closed, and our businesses suffer. 

The calls and cries of our people are deafening. We need to come home. To be displaced 
in this wealthy country is an embarrassment to our government. The message that we are 
getting is that America does not care about us. While the war in Iraq is going on and 
billions of dollars are being sent there to restore the damage that this country has caused, 
how can we not take care of what is going on right here at home? We, as citizens of the 
United States of America, deserve the right to return to our homes in New Orleans, to our 
culture, to our heritage, to our communities, to our families, to our jobs. We are working 
diligently to stay in contact with our residents and to contact more residents who have 
been lost through the displacement process. We pray that you work with us to provide a 
venue for our people to return to their homes. 
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Chaltttiaii Itaiik, Ranking Membet Bachus, distinguished Metiibefs of the House 
Comnilttee on financial SeMces; it is a [srivilege to appeat befote you today on behalf of 
the Departtnelit of Housing and Urban Development (HUD), 

today, 1 share -vvlth you HDD’s recovery efforts In the Gulf Coast following the 
devastation caused by the trio of hurricanes that battered the region almost a year and a 
half ago. We have taken great strides in the recovery effort; yet, there are still many 
challenges that He ahead, especially In Louisiana, this testimony focuses on three things: 

1. the $16.7 billion in Cotnmunlty Development Block Grant (CDBG) 
supplemental funds for long-term recovery; 

2. the recovery of New Orleans Public Housing; and 

3. Continuing affordable rental housing challenges. 

In response to the disasters, the federal Government has committed more than $110 
billion to help the Gulf Coast, Including $16.7 billion for the CDBO program, the 
legislation passed by Congress for the CDBO program was clear In Its intent: the federal 
Oovermiient would not dictate to local communities how they were going to use the 
money in their recovery efforts, the Gulf States and their governors were designated with 
the principal responsibility for the design, Implementation, and performance of their 
rebuilding efforts. HUD has and will continue to move quickly with reviewing and 
approving state recovery plans. HUD has received and approved $10.5 billion worth of 
recovery plans from the affected States. HUD has and will continue its role In offering 
guidance and assure compliance with the law, including the prevention of waste, fVaud, 
and abuse. 

Recovery is taking time — only $1.2 billion of the CDBG funds have been expended. 
Leading the way has been the Mississippi Homeowner Assistance Program where more 
than 10,000 families have received checks to help compensate them for their losses and 
assist them as they rebuild their lives. Mississippi has also used critical CDBG recovery 
funding to complete a master plan for infrastructure that develops long-term regional 
solutions to water, sewer, and storm drainage needs of Gulf Communities. This master 
plan is a necessary first-step in the redevelopment of existing neighborhoods and the 
creation of new, safer communities. 

While the task before Mississippi is tremendous, the task before Louisiana is 
substantially greater. Its homeowner program alone has over 100,000 applicants. While 
only a handflil of loans have closed to date, we are looking forward to a rapid escalation 
in program implementation over the next six months. 

1 will now address recovery Issues for New Orleans Public Housing, As Secretary 
Jackson said in August 2006 when he visited New Orleans, “every family who wants to 
come home should have the opportunity to come back. . . HDD’s goal Is to bring families 
back to quality housing.” HUD is working with the local community to redevelop New 
Orleans public housing so families will have the opportunity to return to better, safer 
neighborhoods. The C..L Pecte, B.W. Cooper, Lafltte and St. Bernard public housing 
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developments ate being tedeveloped to make way fot a inlxtufe of public housing, 
affotdable teiital housing and single-family homes. HUD has also announced plans fot 
mixed-income affotdable housing, hoineownetship opportunities and services fot the 
fotmet families of Lafltte. Of the apptoxlmately 5, 1 00 units of public housing that wete 
occupied and affected by the dlsastet, neatly 2,000 units have been tepaited and ate 
habitable. Ovet 1 ,200 families have alteady come back to New Otlealis ot will be coining 
back within the next 90 days to occupy these units. As Louisiana and the othet affected 
States develop theit solutions to the challenges they face in public housing, HUD will 
continue to offet its support and guidance. 

Out efforts to ptovide teiital housing assistance to displaced families and individuals ate 
well documented. The Office of Tublic and Indian Housing (PtH) Issued guidance to the 
nation’s mote than 3,000 Tublic Housing AuthoHtles (PHAs) on how to assist public 
housing tesldents displaced by Huttlcane Hattina. 

HUD has wotked aggtesslvely to ptovide ptevlously-HUD assisted displaced families 
and homeless Individuals with housing stability diltlng this displacement period by 
paying kattlna Dlsastet Housing Assistance Ptogtain (KDHAP) and Dlsastet Vouchet 
Ptogtaffl (DVP) tental subsidies. Thtough the DVP, HUD issued ovet 30,000 DVP 
vouchets and assisted close to 25,000 families to find and occupy affotdable tental units. 
The ptogtam has been opetated successfully and Is fiscally sound. Both HUD's Office of 
Inspectot Oenetal and the Government Accountability Office have audited HUD’s 
petfotmance and commended the Department on Its ability to dellvet timely setvices. 

As pte-dlsastet HUD-assisted housing units damaged by Huttlcanes Kattina and Rita 
become available, the Department teniains fully committed to ptoviding displaced 
families the opportunity to teoccupy theit pte-dlsastet HUD-assisted housing. In 
Noveinbet 2006, HUD convened sevetal meetings In New Otleans, Gulfport, and 
Houston with teptesentatlves of the majot stakeholdets. Including public housing 
tesldents, pte-dlsastet atid DVP PHAs, tenant advocacy gtoups, and ownets of Section 8 
voucher units. The purpose of these meetings was to solicit feedback on the best strategy 
fot returning families to theit homes prior to issuing the “final” HUD te-occtipancy 
policies fot families displaced by Huttlcanes fcattina and Rita. Pinal guidance was Issued 
in Januaty 2007. HUD has a team of ovet 17 ptogtam staff at the Housing Authority of 
New Otleans (HANO) working alongside HANO staff In attempting to contact these 
families and making attangemeiits fot theit return. HUD Is also in the process of issuing 
public service announcements and working with nonprofit agencies in Houston and othet 
areas to locate these families and help them return home. 

While New Orleans public housing Is an Important and visible piece of ptoviding 
affotdable tental housing In the region, it represents only a small number of the 1 12,000 
tental units seriously damaged by the storms in the five State Gulf Coast region. In total, 
13 percent of the damaged tental stock hi the Gulf Region was subsidized housing. 
Although mostly unsubsldlzed, 75 percent of the damaged stock was occupied by low- 
income households. 
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A pt'e-stottii weak housing mat-ket In the Gulf Coast tesulted in a relatively affordable 
housing stock. The affordable homes, half of them In New Orleans, were not high-end 
protrerties. Many were built in the 1950s or earlier and had numerous quality problems. 
While families would in certain cases “double-up” or have extended family reside with 
them, nonetheless, there was moderately affordable shelter. 

That situation has changed dramatically since the stortn. Not only are there 1 12,000 
fewer rental units in the five State Gulf Coast region, there is Increased demand for the 
Hon-damaged rental units. This demand comes In the form of construction workers 
moving to the area to accelerate recovery, ffom displaced high- and low-income renters, 
and also from higher-income homeowners who are temporarily renting units in the area 
while their houses are repaired. Some of this demand is likely to be short-term, but In the 
meantime it quickly Increased rents. In response to the rent inflation, HUt) has Increased 
its fair Market Rents for New Orleans by 45 percent since the storm. Increasing fair 
Market Rents, however, does not address the near disappearance of affordable rental 
units. 

Immediately, in the aftermath of Mtiiticane Katrina, the Department's goal was to repair, 
rehabilitate or rebuild the affordable housing projects to the greatest extent possible to 
ensure that the residents could return as quickly as possible to the Gulf Coast region. The 
Department has been diligently working with the project owners to develop recovery 
plans and identify the resources needed to make the repairs and complete the 
rehabilitation or rebuilding of these projects. Through these efforts, 98 percent of the 
projects in the Department's portfolio have recovery plans. At this time, out of the 
82,404 [HUD-associated] units in the areas impacted by Katrina, there has been a 
permanent loss of only 2G3 affordable rental housing units. We have not foreclosed on 
any of the HUD- assisted projects and have asked mortgagees to extend forbearance to 
the HUD-insured projects. To date, the Department has not seen an increase In 
multi family insurance claims. 

The lack of affordable rental units means construction workers need to be paid more, 
increasing the cost of reconstruction. It also pushes low-wage workers out of the area, 
having a dangerous trickle down effect on the industries that depend on low-wage 
workers. This is particularly dangerous for the economic viability of New Orleans, 
where the economy is based on low-wage workers. Tor low-wage workers, housing 
should be within reasonable commutes and at reasonable prices. 

Rebuilding the affordable rental housing stock is not going to be easy. The majority of 
the rental units, over 60 percent, were in l-to-4 unit dwellings. It is much harder to 
compel small landlords to repair a low-value property that provides a low return on 
investment than to get a large landlord to repair a property. 6ven with subsidy ftoni the 
CDBO program, it is dlfftcult to convince these landlords to repair their properties. 

Again, the Department made the commitment early on to work with the owners to repair, 
rehabilitate or rebuild the impacted affordable housing units. We have been holding, and 
will continue to hold, meetings with the owners, W'c assisted In developing recovery plans 
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atld identified and continue to identify Rinding resoufces. The Depaftnieiit has provided 
flexihility on the use of reserve funds, has suspended Section 8 contracts until such time 
as the units are rebuiit, and is using our authority under Section 3 1 8 to move projects to 
other locations if necessary to ensure safe, decent, and affordable housing. There were a 
total of 1,054 ffUti-asslsted or -insured projects with 82,404 units in the areas that were 
impacted by the tCatrina. Today, 981 projects with 73,423 units have been repaired or 
rehabilitated and are ftilly operational. (The overwhelming majority of these units are 
MtJt) insured. We do not control occupancy data on those units. We are seeing in New 
Orleans that as soon as units go online they are snapped up - after the owner offers the 
right of first refusal to the original tenant.) This number increases every day as units are 
completed. All projects Impacted in Aiabama are fully operational and all repairs have 
been completed. In Mississippi, repairs of approximately 85 percent of the projects are 
completed. In Louisiana, of the 407 impacted projects, there are approximately lOO 
projects that are still being repaired, being rebuilt, or are In the process of obtaining funds 
to complete the necessary restorations. 

Multifamily property repair and replacement also faces obstacles of a different sort, most 
notably land acquisition and project design. The delays caused by these factors threaten 
the ability to fully Utilize the Low Income Housing Tax Credits allocated for recovery in 
the timeframes mandated by law. 

fiveli after housing is rebuilt in New Orleans, there will be far less affordable housing 
stock than before the storm. While these families are currently served by TEMA, many 
in Houston and Atlanta, there needs to be a long-term housing solution for them. 

The patli aliead for rebuilding affordable rental housing is daunting. The federal 
Oovemment has done a lot to help the States, and 1 am confident that the States are on the 
right path to addressing their many challenges. It is a path, how'ever, that is going to take 
longer than we want. 

Mr. Chairman, Members of the Committee, people need help now. We are committed to 
Using our full authority to assist these families to recover, stimulate economic 
development, and restore hope to communities tliroughout the Gulf Thank you. 
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Chairman Frank, Ranking Member Bachus and members of the Committee, my name is 
Edgar A.G. Bright III, CMB, and I am President of Standard Mortgage Corporation in 
New Orleans. I also serve on the Residential Board of Governors of the Mortgage 
Bankers Association (MBA), the national trade association for the real estate finance 
industryV 

The events of August and September 2005 are etched into ail of our minds, particularly 
those of us who watched neighbors and friends face challenges few of us could have 
imagined before Hurricanes Katrina and Rita hit. 

As President of Standard Mortgage. 1 was faced with the immediate task of accounting 
for my employees after Katrina hit. All of them and their immediate families were safe, 
but many sustained damage to their homes, including myself. 

Shortly thereafter, a group of Standard Mortgage employees convened in Dallas to 
meet with FICS, our data processing company, and Fannie Mae. We began executing 
our disaster recovery plan from the offices of FICS and Fannie Mae. Standard Mortgage 
was also assisted in Dallas by First American and Freddie Mac. Our headquarters had 
been flooded and we were restricted from returning to our building for six weeks. We 
were forced to relocate temporarily to Baton Rouge. A Standard Mortgage “SWAT" 
team pulled all essential data and paper files out of the headquarters. Mail service was 
literally unavailable for months. 

Simultaneously, we began to assess our loan portfolio and instituted a policy of 
forbearance on all loans in the Katrina area. The entire industry quickly followed suit. 
The massive forbearance policy caused significant capital shortages for us. We 
borrowed money from Ginnie Mae to ensure payments to Ginnie Mae Mortgage Backed 
Securities investors. We have since paid those loans back completely. 

In the immediate aftermath of the storm, my focus was on recovery and ensuring that 
my customers had access to their loan information and insurance information. Having 
experience with previous disasters, we also knew that the insurance check 
endorsement process would be massive. It was. We reassigned 75 percent of our 
origination and servicing staff to process the thousands of insurance loss drafts through 
our several origination offices in the ensuing months. 

To give you an idea of the impact on the storm on our customers, I would like to share 
some statistics. Of the 28,000 loans we serviced pre-Katrina, 20,000 were in a FEMA 
declared disaster area. Of those 20,000 loans, 8,000 homes were in the highest 


The Mortgage Bankers Association (MBA) Is the national association representing the real estate finance industry, 
an industry that employs more than 500,000 people In virtually every community in the country. Headquartered in 
Washington, D.C.. the association works to ensure the continued strength of the nation's residential and commercial 
real estate markets; to expand homeownership and extend access to affordable housing to all Americans. MBA 
promotes fair and ethical lending practices and fosters professtonal excellence among real estate finance employees 
through a wide range of educational programs and a variety of publications. Its membership of over 3,000 companies 
includes all elements of real estate finance: mortgage companies, mortgage brokers, commercial banks, thrifts, Wall 
Street conduits, life insurance companies and others in the mortgage lending field. For additional information, visit 
MBA’s Web site; www.mQrtqaqebankers.orq . 
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impacted areas. Over half of the 8,000 heavily damaged properties are secured by 
FHA and VA loans. 

Industry Actions in the Immediate Aftermath of Katrina 

The entire industry was called to action to help borrowers affected by Hurricanes 
Katrina and Rita. Two days after Katrina made landfall, the MBA sent a letter to its 
members encouraging them to offer all available relief to borrowers. Federal regulators 
and the secondary market later provided guidance on what was expected of financial 
institutions in this field. 

The initial period of forbearance was critical in the short term. As you may recall, the 
storm hit on August 29"^. Most loans have payment dates of the first of the month. With 
a full evacuation of the city under way, few people had access to their paperwork. This 
forbearance period was able to give the region the breathing room it needed in those 
early days. 

Forbearance does not come without a cost however. Today’s mortgage market 
involves not just the borrower and lender, but several other participants as well. A 
borrower meets with a loan officer or broker and takes an application. The entity that 
funds the mortgage often sells that loan into the secondary market, to an investor, such 
as Fannie Mae, Freddie Mac or one of a growing number of private-label securitizers. 
The right to “service" the loan (interact with the consumer, collect payments, handle 
escrow funds, etc.), is either retained by the loan originator or sold to another company. 
Whoever services the loan is responsible for making payments to the investor whether 
or not a borrower is making payments. 

The relationship between servicer and investor is an important one to understand. It is 
the contractual duty of the servicer to make principal and interest payments to the 
investor as long as the loan is still viable. When a servicer grants forbearance, the 
company is agreeing to make payments for the borrower, in expectation that the 
borrower will cure and pay back the funds. Servicers, however, often have to borrow 
funds to cover the payments they have to make to investors. In our case, we borrowed 
money from Ginnie Mae to advance to their MBS holders, a rather unusual situation. 
Servicers have many other responsibilities to investors. The standard servicing contract 
details the servicing fee the servicer receives for performing the servicing functions on 
behalf of the investor. The typical servicing fee is 0,25 percent of the loan balance, or 
$250 for a $100,000 loan balance per year. 

Nationally, in those early days after the storm, the lending industry, and millions of other 
Americans, began to open their hearts financially to people who needed help. The 
MBA, for example, made a $100,000 contribution to the American Red Cross. MBA 
followed that contribution up with a $500,000 donation to Habitat for Humanity to 
provide for a program management office that is still leading Habitat’s re-building efforts 
in the Gulf Coast. Member companies of the Financial Services Roundtable, many of 
whom are also members of MBA, contributed over $93 million in cash contributions to 
hurricane relief agencies, with $65 million in direct corporate contributions, and over $28 
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million in employee matching funds. All of us on the Gulf Coast were heartened to see 
the degree to which our fellow Americans reached out to help us. 

When the scale of the problem became clear in the weeks after the storm, leaders of 
our industry gathered in Washington, D.C. to plot a longer-term course to address these 
problems. It was clear by October of 2005 that there would be a need for the federal 
government to step in not only to address the short-term problems, but to also help 
address the longer-term problems of re-building as well. The industry agreed to create 
a working group made up of major lenders, servicers and their trade associations. 

The industry working group was an example of ideal industry cooperation. While 
working in an anti-trust-sensitive fashion, we were able to identify common problems 
and discuss paths toward solving them. One of the early challenges we encountered 
were our agreements with the secondary market and how we would live up to our 
commitments. 

At the end of November 2005, right around the Thanksgiving holiday, we marked 90 
days from Katrina's landfall. This was an important date because without the extension 
of forbearance, our standard secondary market contracts tell us that after 90 days of 
non-payment, procedures should begin to foreclose on a loan. While that is a 
reasonable standard to follow usually, this was far from a usual situation. Our friends in 
the consumer, civil rights and labor communities, like our industry, understood how 
devastating a massive wave of foreclosures would be at that particular time. The last 
thing our industry wanted to do was to add to the challenges that so many people were 
facing in the region. 

Thanks to the leadership of state and federal banking regulators, Fannie Mae, Freddie 
Mac, the Federal Housing Administration, Department of Veterans Affairs and other key 
players, however, disaster was avoided. An industry practice was established that 
forbearance in the worst-impacted areas should continue and would be re-visited every 
90 days. This was a watershed event. Despite predictions of thousands of 
foreclosures, virtually nobody impacted by the storm was foreclosed upon. 

Longer-Term Solutions 

In November and December of 2005, we were also focusing on a longer-term solution 
to the problems of the region. It was becoming more and more clear that a major 
federal investment would need to be made. Absent that, our investors would begin 
demanding that we move to some sort of final disposition of the properties. At that point 
the first truly long-term proposal appeared, that drafted by Congressman Richard Baker, 
a senior member of this Committee. His plan was a well-thought out proposal that 
moved all of us from dealing with today to how we deal with the future. While the 
Congressman’s plan ultimately did not receive Administration support, no discussion 
about the early phase of the region’s recovery would be complete without including this 
critical effort. 
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An idea that did gain support was for a large-scale investment in the region through 
existing programs, mainly the Community Development Block Grant (CDBG) program. 
At the end of December 2005, as part of the FY 2006 Defense and Supplemental 
Appropriations Act (PL 109-148), Congress appropriated $11.5 billion through CDBG to, 
among other things, assist homeowners. Later appropriations increased this funding. 
While the states of Mississippi and Louisiana submitted proposals to the U.S. 
Department of Housing and Urban Development (HUD) detailing how they would use 
the funds to assist homeowners, the centerpiece of both programs was plans to provide 
up to $150,000 of assistance to impacted homeowners. 

By funding these programs, Congress and the President put the region on the path to 
recovery. This was an extraordinarily important achievement. Until this time, the 
discussion within the real estate finance industry dealt with how we would have to finally 
dispose of the properties, possibly through mass foreclosures, followed by sales of 
properties to consolidators. After these programs became a reality, we were able to see 
a path toward recovery. Despite efficiency issues in disbursing funds that have arisen 
in both states, lenders and homeowners now see that additional funds are on their way. 

Mississippi designed their plan to help make up for gaps in insurance coverage. Many 
homes in Mississippi were flooded because of the extraordinary storm surge that came 
ashore as part of Katrina. Homeowners whose properties hugged the coastline 
generally carried flood insurance, received settlements from the National Flood 
Insurance Program (NFIP) and filed claims with their hazard insurance carriers for wind 
damage. However, the extent of catastrophic flooding extended beyond the flood zone. 
Homeowners with mortgages who live outside a Special Flood Hazard Area (SFHA) are 
not required to have flood insurance, while those who are inside do have to purchase it 
(and if they do not, mortgage servicers must “force-place” it or face significant 
penalties). Since flooding is excluded from homeowner insurance policies, homes 
without flood insurance that were destroyed were without funds to rebuild or repair. 

When Mississippi first formulated their plan for CDBG funds, the plan looked much 
different than it does today. Lenders were to assist in overseeing that the funds were 
used to repair properties. When Phase I of the Mississippi plan was issued for 
comment to the public, however, the program was redesigned as a direct compensation 
to the homeowner. The reason for this change was due primarily to the problems with 
complying with the National Environmental Policy Act (NEPA). I mention this here only 
to stress a later point about the need to review the efficacy of NEPA during times of 
crisis. Under Phase I, homeowners who had an insurance policy are eligible to receive 
a grant of up to $1 50,000 or the insured value of their home, based on the extent of 
damage to the home. The grant amount would be reduced by any insurance, SBA loan 
or FEMA payments. Homeowners who have to elevate their houses to comply with 
building codes to avoid future floods could receive an additional $30,000 to cover these 
costs. 

The Louisiana plan, which is called The Road Home, seeks to solve a very different 
problem. In Louisiana, homes were destroyed that were thought to be protected by 
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flood control systems and thus some areas were not deemed high risk flood zones (i.e., 
SFHAs). Due to the catastrophic failure of these systems, water flooded the city and 
was not drained for weeks. Therefore, the problem was not just a gap in insurance, but 
rather how to bring enough capital into the city to bring back the more than 300,000 
citizens that were displaced for what would be an extended period of time and to ensure 
that the CDBG funds remained in Louisiana for economic and re-building purposes, 

Louisiana’s plan gives homeowners three choices: stay at the property and repair it, sell 
the property to the state and stay In Louisiana, or sell the house to the state and 
relocate out of state. Awards, also capped at $1 50,000, are based on the lesser of the 
pre-storm value of the home or the estimated cost to repair. It was evident that a 
primary objective of the state had to be to ensure rebuilding of affected parishes. 
Awards, therefore, are designed to meet these objectives. Citizens who decide to 
rebuild are provided the maximum amount of award available under the program. Grant 
funds used to rebuild are not being directly disbursed to homeowners, but are being 
deposited into disbursement accounts, to be drawn as funds are needed for repair. 
Similarly, if a citizen sells the property but purchases another property in the state, the 
maximum grant award is available. Award amounts would be reduced by several 
factors. If no insurance was carried at all on the property, but should have been (such 
as no flood insurance on a property in the flood plain), awards would be reduced by 30 
percent. People who leave the state would also have their grants reduced by 40 
percent. 

Louisiana’s plan is fundamentally different from Mississippi's because they address two 
different problems. Louisiana is trying to repopulate the New Orleans area and re- 
vitalize a shattered city. In addition, they want to protect citizens who receive awards 
from being victimized by unscrupulous contractors. Mississippi is trying to help 
homeowners address gaps in insurance coverage. Both are worthy goals. MBA and 
the real estate finance industry continue to be active partners in making these programs 
a success. 

While both programs have faced challenges getting funds into the hands of 
homeowners, it is important to remember the enormous task that is at hand. In an 
insurance situation, the process is relatively simple. Eligibility is determined by whether 
insurance was in place at the time of the event. After the event an adjuster visits the 
property, makes an assessment, determines whether the damage was caused by a 
covered peril and, if so, delivers funds, subject to appeal. These processes were built 
over decades of business need, process improvement and negotiation. Lenders also 
play a vital role in insurance situations. Lenders can file insurance claims on the 
borrower’s and lender’s behalf. Lenders can often intercede in insurance disputes, 
provide copies of original policies, verify the borrower’s identity and monitor (secure) the 
funds for rebuilding. In the case of distribution of grant awards, entire programs and 
processes had to be set up. There was no real back-up system for dealing with lost title 
documents and questions of identity. Obtaining property values or damage estimates 
was difficult. Eligibility rules had to be established, valuation models had to be created, 
title issues needed to be cleared and dozens of other issues have arisen. While many 
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homeowners are frustrated by the slow pace of awards, both states have done 
admirable jobs with these programs. There are lessons that can be learned from their 
experiences, but all in all the states have done a great job. 

Current Status 

As these programs serve the people of Louisiana and Mississippi, many homeowners 
continue to receive forbearance on their ioans, over 500 days after Katrina. Our 
forbearance policies have worked. Data collected and released by the MBA^ show that 
immediately after the storm, at the end of the fourth quarter of 2005, there were almost 

50.000 loans that were over 90 days past due. By September 2006, that number had 
fallen to fewer than 17,000, but foreclosures were begun on fewer than 4,000 properties 
in the state up to that point in 2006, and most of these were outside the storm area.^ 

For comparison purposes, in the First Quarter of 2003, long before the storm, about 

4.000 loans were over 90 days past due, and there were about 2,000 new foreclosures. 
The comparable figures for Mississippi are; over 18,000 loans were 90+ days past due 
in the 4*^ Quarter of 2005 but fewer than 9,000 by September 2006. In the first three 
quarters of 2006, foreclosure began on under 3,500 properties in Mississippi, in the 
First Quarter of 2003 about 2,000 loans were over 90 days past due, and there were 
about 800 new foreclosures in Mississippi. 

The cost to the mortgage industry to offer forbearance on this scale is enormous. The 
interest payments alone that servicers must advance to investors amount to an average 
of $10,000 per home per year. Given the long term delinquency rates we are seeing, a 
reasonable estimate of the total cost of these policies is $258 million. 

Loans that are over 90 days past due generally move into foreclosure. The fact that so 
many ioans in these states are over 90 days past due, yet the new foreclosure rates are 
relatively low, shows that there are thousands of people who continue to receive 
forbearance. Delinquency and foreclosure data are only collected at the state level, so 
we cannot be sure what proportion of these loans are in the impacted area. However, it 
is safe to assume that the vast bulk of loans over 90 days past due, but not in 
foreclosure, are in the impacted areas. Specifically, we can estimate that about 10,000 
people in Louisiana and 4,000 in Mississippi continue to receive forbearance. Our 
lenders were surprised that many borrowers did not want extended forbearance and are 
continuing to pay their mortgages on time. 

Once again, this forbearance is done voluntarily by servicers and the secondary market. 
It does not come without cost. While servicers no longer have to advance principal and 
interest payments on some of the GSE loans in forbearance, a significant percentage of 


^ Mortgage Bankers Association: National Delinquency Survey, 3”* Quarter, 2006. Data from this study are not 
aggregated below the state level. The full survey can be found at; 

http://vvww.mortqaqebankers.orQ/ResearchandForecasts/ProductsandSurvevs/NationalDelinquencvSurvevhtm 
^ “foreclosure b^un” means the loans have started the process of foreclosure but have not been sold at foreclosure 
sale. Loans are classified "in foreclosure” according to investors' or tocal requirements. Investor standards define “in 
foreclosure” as meaning the loan has been referred to a foreclosure attorney or first legal action has occurred. 
Mortgage Bankers Association. National Delinquency Survey. Only 1 out of 4 properties “in foreclosure” reaches 
foreclosure auction. Mortgage Bankers Association, The Residential Mortgage Market and Its Economic Context in 
2007. January 30, 2007. 
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private-label and all government loans remain in the securities and continue to require 
pass-through of principal and interest to investors. Lenders are still required to pay tax 
and insurance payments, manage these loans and perform basic property preservation. 

Lessons Learned and Suggested Remedies 

The experience of these storms and their aftermath has given us a template for action in 
the event of another catastrophe. However, while the homeownership piece of this 
tragedy was better addressed than many other parts of the response to the storm, there 
are significant lessons that can be learned. We present the following issues for 
consideration: 

A. NEPA 

The National Environmental Policy Act (NEPA) was one of the greatest challenges the 
MBA encountered when working with the states in their development of plans to 
implement the disbursement of CDBG funds. NEPA effectively hamstrung the states 
into how they could design their grant distribution program. Here is the problem: NEPA 
requires that “every federal agency evaluate the potential environmental impacts of 
major federal actions significantly affecting the quality of the human environment.”'’ 
CDBG grants are subject to NEPA and other environmental laws contained therein, 
including historic preservation, floodplain management and wetland protection, coastal 
zone management, sole source aquifers, endangered species, wild and scenic rivers, 
air quality, farmland protection, HUD environmental criteria and standards, and 
environmental justice. 

What this means is that HUD or its “designee” (the state) cannot specify the use of 
CDBG funds specifically for rebuilding, for example, without performing environmental 
assessments on each and every property indicating any impact of rebuilding (the 
“federal action”) on historic presen/ation, floodplain management and wetland 
protection, coastal zone management, sole source aquifers, endangered species, wild 
and scenic rivers, air quality, farmland protection, HUD environmental criteria and 
standards, and environmental justice. While these are laudable goals, properties were 
pre-existing and thus the impact of rebuilding pre-existing housing would have no 
significant new impact on these particular concerns or could be addressed locally, such 
as with historic preservation. 

Moreover, NEPA, in this context at least, has little to do with clean up of hazardous 
substances caused by hurricane damage or ensuring the safety of citizens before they 
repair or rebuild. What is even more troubling is that there are broad exemptions and 
exclusions offered under NEPA for national disasters, yet there is no one federal entity 
in charge of “activating” them. At one time, MBA considered requesting that each 
agency responsible for enforcing these environmental laws officially “waive” NEPA or 
“activate” the exemptions and exclusions, but we quickly determined such a task was 
futile. Time was of the essence and this was just too time-consuming. In the end, HUD 
and the states did a remarkable job of crafting plans that complied with NEPA, but the 
process was difficult, time consuming and even today, the states are not given the 


“* (42 U.S.C. § 4332(2XC)) 
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freedom to impose controls on the use of the funds. We recommend creating a 
mechanism that would allow the President of the United States or another appropriate 
government entity to “activate" the NEPA exemptions and exclusions or otherwise 
waive NEPA for the purpose of rebuilding pre-existing housing after a disaster. 

B. Duplication of Benefits 

One of the continuing obstacles that homeowners face is receiving the proper amount of 
funding to make the necessary property repairs. Under the Stafford Disaster Relief and 
Emergency Assistance Act® federal agencies are not permitted to give recipients of 
federal assistance duplicate benefits. While in theory this statutory requirement makes 
sense, in practice it is causing some deficiencies in funding. 

In the case of residential homeowners, duplicate benefits are those federal benefits 
obtained by the homeowners that are for the same purpose as those provided by 
another source, i.e., private insurance, FEMA, or SBA benefits to repair the home. As 
an example, a “duplication of benefit” will occur when CDBG funds, combined with a 
SBA loan for structural repair (and other sources of relief or funds for repair), exceed the 
SBA's estimate of damage. Unfortunately comparing an SBA loan and a CDBG grant is 
like comparing apples to oranges because they use different valuations of damage and 
often cover different line items of damage. This situation results in the state being 
required to pay down the SBA loan with CDBG grant funds, but it leaves the 
homeowner with insufficient funds to repair the property. This occurred in Mississippi, 
where homeowners were awarded CDBG grants, but received no funds or had 
significant deductions because the money went to another government agency to pay 
down a loan or payback grants. While paying down SBA loans with grant funds can be 
advantageous if all property repairs are completed, it is problematic when CDBG money 
is still needed to complete the rebuilding. Likewise, repayment of FEMA grants should 
not be triggered upon mere receipt of CDBG funds. 

To avoid these deficiency problems, MBA recommend that SBA benefits be defined as 
the value of the interest rate subsidy-that is the value of the discounted interest rate on 
the SBA loan when compared to a market rate loan. Because a loan is a liability, the 
SBA component should be treated differently than insurance and grants. This 
recommended approach was used in New York after 9/1 1 when compensation grants 
were awarded to encourage people to move back to the City. In addition, MBA 
suggests that the agency (i.e., the state) “creating the duplication” should have the right 
to make the duplication of benefits calculation, because it can trim some time off getting 
grant proceeds to the recipients. We want to commend the SBA for their diligent and 
quick work on these matters. SBA has been very receptive to complex challenges such 
as this and is working with the current duplication of benefits definition to make sure that 
borrowers who still need money get it. MBA, therefore, reiterates that our 
recommendations are merely suggestions for increasing efficiencies today and in the 
event of another large scale disaster. 

C. Coordinate Valuations Among All Government Entities 
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As was the case after Katrina, valuations and appraisals of damaged properties are 
often conducted numerous times by numerous agencies after natural disasters. There 
should be some mechanism to “share" this information among agencies. The ability to 
communicate among all agencies and even the private sector would reduce the number 
of valuations being performed, thus saving the federal government and taxpayers 
money and speeding up delivery of disaster assistance. One component that is critical 
to achieving this objective is a common electronic language that ensures data is entered 
and stored consistently, and with the same definitions by all, so that computers “can talk 
to each other” and data and be sorted and manipulated as desired. 

D. Study to Explore the Most Efficient Means to Dispense Federal Assistance 

By all means, Congress, the federal agencies and state agencies involved in housing 
recovery have done laudable Jobs in providing home repair assistance to victims of 
Hurricanes Katrina and Rita. The fact that money has been appropriated, plans 
developed, obstacles overcome and grants are available and being awarded is truly 
remarkable and I, along with my fellow citizens, am truly grateful. The long road we 
took and the lessons we learned along the way should not be forgotten. With this 
purpose in mind, MBA recommends that the federal government undertake a study that 
would document the lessons we have learned so that those who come behind us and 
face similar challenges can benefit from our wisdom and even our mistakes. The study 
should document the processes that have worked and more importantly explore if there 
are ways to “build a better mouse trap”. The study could cover broad policy decisions 
such as the appropriate federal vehicles for disbursing federal dollars to small details 
such as underwriting standards for SBA loans or caps and eligibility limitations on FEMA 
grants, it’s worth the effort. 

E. Enhancements to Government Programs 

I would now like to turn to specific issues of concern for the mortgage banking industry. 
Mortgage companies have pledged their support to assist borrowers and the 
communities they serve during this crisis. However, many of the mortgage companies 
that have faithfully provided credit to these communities and have granted borrowers 
substantial forbearance and other assistance, will face their own challenges as some 
property owners decide not to return to the area or do not apply for CDBG grants. 
Lenders are likely to incur significant loan losses when borrowers choose not to rebuild, 
are unable to rebuild or fail to apply for CDBG grants. While it is still too early to predict 
the exact magnitude of financial losses, some effort should be made now to ensure 
mortgage companies have appropriate and reasonable controls over loan losses. 

MBA believes it is critical to begin discussing these business concerns and possible 
solutions before they become a crisis. At this point, lenders have not and do not want to 
progress to foreclosure on properties in severely impacted areas. At some point, 
however, foreclosures and other unfavorable dispositions will be necessary to stabilize 
and revitalize areas. Unfortunately FHA and VA programs do not pay standard 
insurance claims in the event of foreclosure on damaged properties. Servicers, who 
only administer the loans (e.g. receive the small administration fee), are thus stuck 
absorbing the catastrophic risk of the hurricanes with these government loans 
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programs. Failure to address these issues will ultimately chill the industry’s participation 
in these programs that have traditionally served low- and moderate-income areas, 
including the Gulf states. Since Katrina, at least one large lender has decided to no 
longer originate and service FHA loans. Others have decided to no longer bid on FHA 
servicing. We fear more will leave the program if this concern is not addressed. 

F. Treatment of FHA Non-Conveyable Properties. 

The Federal Housing Administration (FHA) provides credit insurance against the risk of 
foreclosure losses associated with loans originated according to FHA standards. FHA 
generally pays an insurance claim when it takes title (conveyance) to a property as a 
result of foreclosure. To convey a property and receive insurance benefits, however, 
FHA requires that the property be in “conveyance condition" (i.e., saleable condition). 
Properties that have sustained damage attributable to fire, flood, earthquake, tornado, 
hurricane, boiler explosion (for condominiums), or the lender’s failure to preserve and 
protect are not eligible for insurance benefits unless they are repaired prior to 
conveyance of the property to the FHA. While HUD has in the past accepted properties 
in “as is" (damaged) condition on a case-by-case basis, this is rarely done. Moreover, 
HUD will deduct from the "as is" claim the estimated cost of repair. HUD should accept 
conveyance of damaged properties and not adjust the claim for the cost of repair when 
there was no failure on the part of the servicer to obtain hazard or flood insurance 
pursuant to federal law or if a borrower is eligible to apply for CDBG grant funds, but 
fails to do so. In addition, to the extent that a property is not conveyable (i.e., 
condemned, demolished by local, state, or federal government or deemed to be a 
Superfund site, etc), HUD should be permitted to pay the full claim without taking 
conveyance of the property. At this time, MBA does not believe HUD has the statutory 
authority to manage claims in this manner. 

G. VA No-bids 

Unlike the FHA, The Department of Veterans Affairs’ (VA) Loan Guaranty Program does 
not provide 100 percent insurance against default losses. The VA is unique in passing 
risk of declining market prices to servicers because it provides only a limited guaranty. 
The guaranty varies, but generally covers 25 percent of the original loan balance. In the 
event of a liquidation sale (i.e., foreclosure), the VA uses a statutory formula to 
determine if it will pay only the guaranty or pay the servicer the outstanding debt (called 
“total indebtedness") and take title to the property. When the latter occurs, the VA sells 
the real estate owned to recoup the amount paid to the servicer. 

When the former occurs and the VA determines not to take title to the property, it will 
issue what is called a “no-bid” Advice Letter. A no-bid occurs, by statute, when the net 
value (fair market value minus a statutory VA “holding cost” factor) is less than the 
unguaranteed portion of the total indebtedness (unpaid principal balance, allowable 
interest and advances less any credits). When this occurs, VA will pay the amount of 
the guaranty, but will not take title to the property. The servicer thus takes any loss after 
the resale of the property. These losses can be substantial, and in the wake of 
Hurricane Katrina, could be catastrophic. 
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Most VA loans are in Ginnie Mae Mortgage Backed Securities and, thus, we reiterate 
that servicers do not get the benefit of the principal and interest payments. The 
principal and interest is passed through to security holders, who are protected 100 
percent against principal loss by Ginnie Mae’s guaranty. The servicer takes the 
principal, interest and even out-of-pocket loss exposure to a large degree, despite the 
fact that they receive only a small administration fee per loan as income. Servicers are 
thus not equipped nor are they compensated to absorb catastrophic principal, interest 
and other losses. While it is true that servicers are aware of the risk exposure 
associated with the VA program, we believe this risk exposure is one factor for the 
shrinking demand for VA products. We are concerned that without some targeted 
reduction, servicers may abandon the program altogether as too risky or will increase 
rates to price for the catastrophic risk. Standard no-bid risk (non-catastrophic) already 
accounts for one-quarter to one-half percent higher interest rates on VA loans than 
FHA-insured loans. 

In an effort to provide the VA with flexibility in this area and to assist mortgage 
companies in containing total losses, we ask that Congress consider providing the VA 
authority to waive the statutory requirement to declare no-bids. We ask that VA be 
permitted to take conveyance to a property and pay the total indebtedness and out-of- 
pocket expenses in cases of federally declared disasters areas without having to abide 
by the no-bid calculation. We also suggest allowing the VA to pay a claim even when 
conveyance does not occur due to unique circumstances, such as a declaration of 
hazardous waste contamination on the property. 

We believe that by making the necessary statutory changes to these programs, these 
agencies will have more comprehensive authority to manage the issue of damaged 
properties and claims after a catastrophic disaster. The changes will demonstrate the 
federal government's commitment to these programs that will attract participants to the 
program. Without these changes, more lenders and servicers are likely to abandon 
these products as foreclosure losses begin to mount, thus affecting the future viability of 
programs specifically designed for low- to moderate-income households. 

Conclusion 

The mortgage industry responded admirably and correctly to the myriad of challenges 
spun from the destruction of Katrina and Rita, despite significant cost. While we have 
outlined some problems with various federal laws that have caused delays or reduced 
benefits, the government at all levels deserves commendation as it relates to CDBG 
funding. In a relatively short time. Congress injected billions of dollars into a region that 
needed it and the states designed significant programs to disburse the funds to 
individual homeowners. While not perfect, this is a significant achievement that 
deserves recognition. 

These programs will not be enough, however, to re-vitallze the region, particularly in 
New Orleans. While Mississippi has thriving tourist and aquaculture industries, the City 
of New Orleans faced significant and persistent problems before the storm hit. If the 
city is going to recover to its pre-storm level, addressing the needs of homeowners will 
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not be enough. Basic services, public and private, need to be strengthened. Significant 
progress has been made with education and healthcare. However, rental and public 
housing continue to be problem areas. 

There is also a need to maintain and increase the number of private services - the little 
things that make urban communities thrive, such as locally owned dry cleaners and 
restaurants, the basic services that people depend on have to be given an opportunity 
to return. Without all of these elements coming back, more and more people will move 
out of the city, further depressing housing prices. This can create a vicious circle, as 
people make the economic decision that it is less expensive to let a house sit vacant 
than to sell or rent it. This leads to further depressed housing prices, leading to 
foreclosures and all of the social ills that come along. 

We will do all we can to ensure that the Gulf Coast comes back and is better than ever 
before. We have already shown our willingness to sacrifice for this cause. But our 
sacrifice will not be enough. This is a national problem, and national solutions need to 
continue to be put into place to ensure that the region returns better than it ever was. 

We urge Congress to consider our suggestions. 
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Chairman Frank and members of the Committee, I would like to thank you for the 
opportunity to testify today on the federal housing response to Hurricane Katrina. I am here on 
behalf of my clients, the more than 4,000 families who remain displaced from New Orleans 
more than 17 months after the storm because of the federal housing response, which was to 
lock them out of their homes and prevent their return to New Orleans. Today joining me are 
residents of New Orleans public housing who have traveled to Washington, D.C. to represent 
their families, neighbors, and friends in urging you to support their right to return immediately.' 

My name is Judith Browne-Dianis, I am co-director of and senior attorney at 
Advancement Project, a racial justice legal action organization that works with grassroots 
organizations to achieve a just democracy. I am a graduate of Columbia University School of 
Law and served as managing attorney and director of the Fair Housing Program at the NAACP 
Legal Defense and Educational Fund. With more than 13 years of civil rights litigation 
experience in the areas of fair housing, voting rights, education, employment and health care, I 
have spent the last 17 months protecting the rights of Humicane Katrina survivors through 
litigation and advocacy. Advancement Project has filed litigation to stop evictions from rental 
properties and demolition of homes without due process and to establish out-of-state satellite 
voting for displaced voters. We have also advocated for financial resources for renters who 
have no remedy under Louisiana's Road Home program and for low-income families. Lastly, 
we have exposed the exploitation of immigrant workers in New Orleans and the exclusion of 
African-American workers from reconstruction jobs in the city. 

Prior to Hurricane Katrina, there were 5,146 families living in public housing.^ On August 
29, 2005, these famiiies were among those ordered to evacuate New Orleans in the immediate 
wake of Hurricane Katrina. Like the other predominately vulnerable - elderly, children, and 
disabled - evacuees, they took only what they could carry and were stranded for days before 
government assistance found its way to them. Like thousands of other evacuees, public 
housing residents expected to return when the mandatory evacuation order was lifted six weeks 
later. The basis for their expectation was eminently reasonable: Most of their homes sustained 
little or no damage. Today, most of these families are still waiting to come home. 

In the context of a humanitarian crisis unseen before on U.S. soil, HUD’s response was 
to shutter habitable public housing and to shut citizens out of their homes. In the backdrop of a 
colossal crisis of affordable housing in New Orleans, HUD’s response is to embark upon a 


'Attached are letters supporting the residents’ right to return submitted by: Amnesty International USA; 
Robert R. Elliott, concerned citizen and former General Counsel to HUD; the Greater New Orleans Fair 
Housing Action Center; and Advocates for Environmental Human Rights. See Attachment A. 

^There were an additional 3,000 units that the Housing Authority of New Orleans (HANO) kept vacant, 
despite having a waiting list of more than 8,000 families, who had applied but did not yet receive public 
housing, and despite the fact that many families were not even able to get placed on the waiting list. See 
Exhibit A, HANO Annual Plan for Fiscal Year Beginning 10/2003, pgs. 8-9. 
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scheme, without an interim plan to bring residents back home, to re-design public housing - a 
design that will shrink the number of affordable units and take years to complete. 

But as Congress recognized right after the storm, this is a crisis, not an opportunity. 
Congress mandated that HUD preserve all public housing to the extent possible and made 
available funds that HUD could and should have used to re-open undamaged or minimally 
damaged units immediately, HUD, however, ignored Congress’ mandate. Most of New 
Orleans’ public housing continues to be locked up. And in June 2006, instead of welcoming 
families home. Secretary Alphonso Jackson unveiled a plan to demolish four of the biggest 
developments - approximately 5,000 units in total - and to create far fewer housing units for 
low-income families in New Orleans. Under this plan, most residents wilt remain displaced for 
another three to five years, if not forever. 

For months prior to that announcement. Advancement Project heard from residents that 
they wanted to return. Thus in late June, along with attorneys Bill Quigley of Loyola Law 
School, Tracie Washington, and the law firm of Jenner & Block, LLP, we filed a federal class 
action lawsuit to secure their right to return. This action, Anderson v. Jackson, is currently 
pending and is in the process of being scheduled for trial. 

We cannot ignore the role that race has played in the overall federal response to 
Hurricane Katrina. For days, tens of thousands of African Americans were left stranded by all 
levels of government as the floodwaters in New Orleans rose. Many public housing residents 
were among those left behind. Many of them stayed in the sturdy, elevated, brick buildings of 
Lafitte, St. Bernard, C. J. Peete, and B.W. Cooper, where they felt safe. Days passed and the 
federal government slowly came to the rescue. As many Americans watched this tragedy 
unfold, they could not deny that race still matters. On the one-month anniversary of the storm, 
HUD Secretary Alphonso Jackson wrote the script for what was to come when he stated that 
New Orleans “is not going to be as black as it was for a long time, if ever again.”® Congressman 
Richard Baker (R-LA) all but applauded the tragedy, stating that ''[w]e finally cleaned up public 
housing in New Orleans. We couldn't do it, but God did."’’ No one expected that they would not 
be welcomed home quickly after the trauma they suffered. But race, unfortunately, has been 
front and center in the federal response to the housing crisis in New Orleans, 

Our clients want to return to their homes now. The cruel, unjust, and illegal actions of 
federal and local housing agencies are incomprehensible. Residents of public housing want to 
return to work, their communities, and be reunited with their families. They want to have a voice 
in discussions about the future of their homes and their neighborhoods. These families have a 
right to return and should be able to do so immediately. 

The Congressional Housing Response 

Congress' mandate concerning affordable housing in New Orleans after Hurricane 
Katrina was responsive to the magnitude of the crisis. Hundreds of thousands were displaced 
in the aftermath of the storm. New Orleans’ affordable housing stock took a huge hit from 


®Lori Rodriguez, et al.. New Orleans’ Racial Making in the Air Some Black Areas May Not be Rebuilt 
HUD Chief Says, The Houston Chronicle (Sept. 29, 2005) at B1, available at 
http://www.chron.com/disp/storv.mpl/front/3374480.html - 

“Charles Babington, Some GOP Legislators Hit Jarring Notes in Addressing Katrina, T HE Washington 
Post (Sept. 10, 2005), at A04, available at hltp://www. washinatonDost.com/wp- 
dvn/content/article/2005/09/09/AR2005090901930.hlml 
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Hurricane Katrina. Of the city’s approximately 142,000 units that were damaged or lost, an 
estimated 1 1 2,000 - 79 percent - were affordabie to low-income households.® 

In this context. Congress directed HUD to preserve, to the extent possible, all public 
housing in areas affected by Hurricanes Katrina and Rita.® Moreover, Congress appropriated 
funds for this mandate, permitting fungibility between public housing and voucher funds through 
Section 901 of the December 2005 supplemental bill (and by extending fungibility every year 
since). The key purpose of Section 901 was to give agencies the funding and flexibility needed 
to make these immediate repairs to public housing units that had not been severely damaged or 
destroyed. Congressional intent was clear: to allow as many families as possible to return 
home quickly. 

HUD has, for the most part, not only ignored this mandate in the context of New Orleans 
but has in fact done the exact opposite. HUD was slow to issue notices implementing Section 
901. The Housing Authority of New Orleans (HANO), whose recovery and redevelopment plans 
are directed by the HUD receivership team,^ still has not made repairs to and has not reopened 
most of the units that they had deemed after the storm habitable or repairable. Furthermore, 
HUD is moving swiftly to implement plans to destroy perfectly habitable housing that would keep 
thousands of public housing families displaced for years. 

hud's response to Hurricane Katrina in New Orleans 

HUD’s plans in New Orleans has transitioned over time from promises of welcoming 
families home quickly to plans of re-development over a period of several years, with no interim 
plan of bringing home all of the families who not only want to return but have a right to return. 

In its initial assessment after the hurricane, HANO determined that most developments 
had units that could be reopened with some work. Specifically, HANO found that: 

• St. Thomas and Fischer developments experienced only minor damage; 

■ Iberville, Guste, C.J. Peete, Lafitte, and BW Cooper experienced minor to moderate 
damage (though around 300 units in BW Cooper experienced no flooding and little wind 
damage); and 

■ St. Bernard, Florida, and Desire sustained some severe damage.® (But even in these 
cases, the presence of damage often was restricted to first floors, not upper floors where 
the flooding did not reach.)® 


‘nLIHC Estimates 71% of Units Lost in Guif Coast Were Low Income, National Low Income Housing 
Coalition, available at http://www.nlihc.orq/det3il/article,cfm?article id=2670&id=48 . 

®Act of Dec. 30, 2005, P.L. 148; 119 Stat. 2680. 

^In 2002, HUD placed HANO in receivership. As a result, through its management team, HUD is 
responsible for managing the day-to-day operations of the housing authority, including the assessment of 
damages to HAND’S public housing units and redevelopment plans. HUD Names New Recovery Advisor 
and Receiver to Advance Current HANO Hurricane Recovery Efforts (Apr. 14, 2006), available at 
http.7fwww.hud.aov/news/release.cfm?conlent=pr06-043.ctm . For this reason, this Statement refers to 
the actions taken by HANO as those taken by HUD. 

^Housing Authority of New Odeans Post-Katrina Frequently Asked Questions, available at 
http./Avww.hano.oro . 

“bNI Sasser, Locking Out New Orleans’ Poor (June 12, 2006), availableat 
http://wvvw.salon.eom/news/feature/2006/06/12/nola housino/index np.html . 


3 



184 


HANO announced that they intended to clean, repair and open Iberville first, followed by 
C.J. Peete, then a quadrant of about 300 units at B.W. Cooper, and finally, Lafitte.’'' 

As the one-year anniversary of Hurricane Katrina approached, these promises remained 
unfulfilled and appeared to be retracted. During the months following the storm, HANO boarded 
up and fenced off several developments. Steel plates were mounted on the doors and windows 
of Lafitte. Fences were erected, topped with razor wire, around St. Bernard, Florida, and B.W. 
Cooper. Although HANO claimed they were securing the buildings, residents accurately 
perceived that they were being kept out of their homes. Moreover, the buildings were not 
uniformly secured; C.J. Peete, for example, was left wide open and therefore the homes and 
infrastructure in that development were damaged from vandalism. 

Then HUD made known its objective. On June 14, 2006, Secretary Jackson announced 
a plan to demolish four of New Orleans’ largest developments, with more than 5,000 units 
among them: C.J. Peete, B.W. Cooper, Lafitte, and St. Bernard.” The plan would constitute the 
largest demolition in the city’s history,'^ destroying more than 70 percent of New Orleans public 
housing stock, which totaled 7,100 units. 

HUD rationalized its decision to raze these affordable housing units by stating that they 
“endured moderate to severe damage,"’^ despite the prior acknowledgment that some of these 
units suffered only minor water damage and many could be habitable again once repaired.” 

Furthermore, HUD and HANO moved fonward with plans for redevelopment despite the 
fact that it is much cheaper to repair units than to demolish and rebuild them. HUD estimated: 

■ The cost to repair Lafitte public housing development is $20 million. The cost to 
completely overhaul the development $85 million. The estimated cost for demolishing 
and rebuilding Lafitte is more than $100 million. 

■ The cost to repair St. Bernard public housing development is $41 million. The cost to 
substantially modernize the development is $130 million. The estimated cost to 
demolish and rebuild St. Bernard is $197 million. 

■ The cost of substantially renovating B.W. Cooper public housing development is $1 35 
million. The estimated cost to demolish the development is $221 million.’® 

Even these estimates of demolition and redevelopment are questionable. Subsequent 
HUD documents indicate that HUD may not know how much redevelopment will cost.’® 


’°See Exhibit B, Housing Authority of New Orleans Post-Katrina Frequentiy Asked Questions (Apr. 2006). 
"See Exhibit C, HUD Outlines Aggressive Plan to Bring Families Back to New Orleans' Public Housing 
(June 14, 2006). 

"Susan Saulny, 5,000 Public Housing Units in New Orleans Are to Be Razed, The New York Times 
(J une 15, 2006), available at 

httD://www.nvtimes.com/2 006/06/1 5/us/1 5housinq.html?ex=1 308024000&en=7e1 599e41 1 2fed5d&ei=508 
8&Dartner=rssnvt& . 

'^See supra note 11. 

'^FourN.O. Housing Developments Will Be Demolished, TheTimes-Picayune (June 15, 2006), available 
af htlp://www.nola.com/news/l-p/frontDaQe/index.ssf?/base/news-5/1 1503569901 88590.xml&coll=1 . 
'^Exhibit D, Housing Authority of New Orleans: Preliminary Recovery Plan for the Redevelopment and 
Repair of Public Housing Properties: Summary, pgs. 18,22,24, 
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Furthermore, the current redevelopment plans will further exacerbate the affordable 
housing crisis by eliminating 3,200 public housing units: 

■ St. Bernard will go from 1 ,400 apartments to 465 apartments, only 1 60 of which will be 
public housing units for very low-income families, there will be 160 tax-credit, mixed- 
income and 145 market-rate units, 

■ C.J. Peete will go from 723 units to 410, 154 will be public housing eligible, 133 tax- 
credit, mixed-income and 123 market-rate units. 

■ B.W. Cooper will go from 1546 to 410, 154 will be public housing eligible, 133 tax-credit 
mixed-income, and 123 market-rate units.’^ 

The justification proffered for the demolition is questionable. Documents obtained from 
HANO indicate that HUD and HAND misled the public to justify their plans. As officials were 
drafting talking points about their plan, William Thorson, the HANO receiver (a HUD employee 
appointed by HUD to fun the day-to-day operations of HANO), recommended that staff “takjej 
photos of the worst of the worst ... Pictures are worth a 1 ,000 words,” and to check for the 
presence of lead apparently not to evaluate safety, but to justify its demolition plans even 
though “the per unit cost [of repairs] is relatively low."'® Thorson also directed staff to use scare 
tactics by using news articles about murders at another development, “the idea being that 
reopening Lafite as before would create another Iberville.”'® In another instance, HUD admits 
that the interior damage in C.J. Peete is minimal and overall it was moderate, but makes note 
that since Hurricane Katrina, the vacant property has “become a prime location for retail and 
residential development.”®® HDD’s plan is clearly not about habitability and cost of repairs. Nor 
is HUD concerned about the immediate affordable housing crisis or the despair of displaced 
survivors of Hurricane Katrina, Many observers believe this is about race, class and prime land. 

To date, HUD has failed to make good on the little it has promised to residents. HUD 
promised to open 2,000 units by August 2006. This date was moved back to September; it was 
again delayed to December. To date, only 1,100 units have been re-opened since Hurricane 
Katrina, While HUD and HANO have moved slowly to bring families home, they have 
aggressively pursued their plans for demolition and disposition. HANO abbreviated 
consultation with residents and has sought to shorten the timeline of review of its demolition 
plan. In addition. Requests for Qualifications have been published and qualifications were 
received on January 5, 2007, for the St. Bernard, C.J. Peete, and B.W. Cooper developments, 
HUD is presently reviewing these applications. While plans for redevelopment are being fast- 
tracked, plans for the return of residents are at a standstill. 


'®See Exhibit E, Email from William C. Thorson to Kedrin T. Simms, copied to Kevin Gallagher, Patricia 
Arnaudo, Dominique G. Biom, Jeffrey Riddel, Donald Babers, Justin R. Ormsby, re: Public housing (Aug. 
2 2006) (“The issue of rebuilding costs is somewhat of a premature issue for HANO at the moment.’) 
''Requests for Qualifications for B.W, Cooper, C.J, Peete, and St, Bernard, available at 
httD:/Avww.hano.ora/contractors.htm 

’“Exhibit F, Email from William C. Thorson to Jeffrey Riddel, copied to Dominique G. Blom, C. Donald 
Babers, and Justin Ormsby, re: working draft of talking points (Aug, 4, 2006). 

®°Exhibit G, HANO Preliminary Recovery Plan, C.J. Peete Housing Development (Apr. 24, 2006). 
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Residents’ Right to Return and Right to a Voice 

For months after Hurricane Katrina, residents of pubiic housing attempted to return 
home but were unsuccessfui.- When the mandatory evacuation was iifted, many pubiic housing 
residents returned with the masses of other New Orieanians hoping to clean up and resume 
their lives. But residents of public housing were not welcomed. Residents reported being 
forced by police officers to leave their perfectly habitable units. Other residents, happy to find 
that their homes untouched by the flood waters, were told by HAND that they could not re- 
occupy them; HANO staff told them they would let them know when they could move back in but 
they heard nothing. Most public housing residents have lived in limbo in far away places, 
uncertain about their futures and never getting answers from HANO. 

Although time has passed, a majority of public housing residents still want to come 
home. In October 2006, HUD reported that an estimated 65 to 70 percent of the families want 
to return to New Orleans.^' We believe the number is higher. In fact, according to a recent 
survey conducted by Providence, one of the agencies with whom HUD contracted to redevelop 
the Lafitte development, 90 percent of the Lafitte residents want to return. 

Many residents are in fact, desperate to return home. The reasons are clear. They 
have been separated from their homes and the surrounding communities and are dispersed 
throughout other parts of Louisiana, in Texas, Georgia, Florida and other states. For many of 
them, this is their first time outside of their beloved New Orleans, They have been separated 
from their families or forced to live in cramped and inadequate conditions in the homes of 
friends and family members. As displaced persons, many have encountered stigmatization and 
discrimination. Many have been unable to find employment in their new cities, a problem that 
the statistics have confirmed is pervasive: In September 2006, the Bureau of Labor Statistics 
estimated that the unemployment rate for Hurricane Katrina evacuees who remain displaced is 
triple that of those who have returned.^^ Many are falling deeper into poverty as they struggle to 
pay utilities and other expenses associated with displacement. In addition to the trauma they 
underwent in the days and weeks after Katrina, they now suffer from the strain of 
displacement.” 

Uncertain as to their future and suffering severely in their present circumstances, HUD’s 
June 2006 demolition announcement came as another devastating blow to residents. On June 
27, 2006, we filed Anderson v. Jackson, on behalf of all New Orleans public housing residents, 
all of whom are African American, who were displaced from their units in the aftermath of 
Hurricane Katrina and who want to return to their homes and to New Orleans. The action was 
filed against Secretary Alphonso Jackson, HUD, HANO, C. Donald Babers (HUD appointee as 
HANO Board of Commissioners), and William C. Thorson (HUD appointee as Executive 
Administrator), in the U.S. District Court for the Eastern District of Louisiana. Motions for a 
preliminary injunction and summary judgment are pending, as well as a motion to dismiss in 
which HUD claims it is not responsible for the actions taken. 


^’See Exhibit H, Letter from Secretary Alphonso Jackson to the Honorable Barney Frank (Oct. 3, 2006), 
93 - 8 - 

“See Katy Reckdahl, Razing a Community: Second in a two-part series, Gambit Weekly, Oct, 31, 2006, 
available at httD://www.bestofneworleans.com/dispatch/2006-10-31/news feat.ohp 
“For a thorough discussion of the deleterious impact of displacement and community dismemberment, 
see Mindy Thompson FuHilove, Root Shock: How Tearing Up City Neighborhoods Hurts America, and 
What We Can Do About It (2004). 
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The Anderson v. Jackson lawsuit alleges that, by failing to re-open public housing and 
subsequently proceeding to destroy the residents’ homes, the defendants have violated federal 
and state laws. First, defendants’ refusal to permit the return of these 4,000 families has an 
adverse impact on African-Americans and thus is unlawful under the Fair Housing Act (Title VIII 
of the Civil Rights Act of 1 968). Statements of officials such as Secretary Jackson and actions 
taken also violate the Fair Housing Act by denying housing on the basis of race. Second, the 
defendants’ actions and inaction constitute violations of the U.S. Housing Act of 1937. By failing 
to repair units leaving them to further deterioration, defendants have effected a de facto 
demolition in violation of the U.S. Housing Act. In addition, defendants’ failed to consult with 
residents about the demolition as legally required. Third, plaintiffs assert that by denying them 
their homes without notice or an opportunity to be heard, defendants’ actions violate the Due 
Process Clause of the U.S. Constitution. Fourth, plaintiffs make various state claims derived 
from their rights under their valid leases. 

Lastly, plaintiffs have placed their right to return in the larger context of international 
human rights. For several years, the United States has been a co-sponsor of the United 
Nations’ resolution that adopted the “Guiding Principles on Internal Displacement." According to 
this document, which has been endorsed and expounded upon by the U.S. State Department,*"' 
the victims of Katrina are "internally displaced persons" because they were displaced within their 
own country as a result of a natural disaster. By not permitting displaced residents to return, 
and by not making special efforts to ensure their full participation in the planning and 
management of their return or reintegration, HUD is violating international law. 

Residents of public housing were marginalized and neglected by HUD and HAND prior 
to Hurricane Katrina - nothing has changed. Federal law requires that residents be consulted 
prior to demolition of public housing ostensibly so that they may participate in decisions about 
their homes and communities. HUD and HAND wanted to short-circuit this process. As HUD’s 
appointed receiver to HANO, William Thorson, admitted: “The public/Resident portion of the 
process is the most controversial not to mention time consuming. It would be nice if we could 
by pass the public portion of the PHA plan process.. . If there was a way to do that, it would be 
swell. 


Accordingly, HANO paid lip service to the consultation process by hosting one 
consultation meeting to address demolition of all four developments more than five months after 
HUD’s June 14, 2006 demolition announcement. In fact, it was not until Judge Ivan Lemelle 
(E.D, LA) pressured the Anderson defendants to consult residents that they made a minimal 
attempt to do so. HANO finally convened one en masse resident consultation meeting on 
November 29, 2006. Even if one is to believe in theory that true “consultation” was intended in 
these circumstances, HANO convened the meeting to ensure that minimum consultation could 
in fact occur. For example, HANO held only one meeting in New Orleans (when the majority of 
residents are displaced outside of the city), provided no transportation, held the meeting on a 
week night when residents previously stated that a weekend was far better, and held it at a 
location that was not handicap accessible and where the public transportation stopped running 
before the meeting ended. Several residents reported that they never received notice of the 
meeting. 


*'‘See Exhibit I, Advocates for Environmental Human Rights, Recommendations for Preventing Human 
Rights Abuses in the Reconstruction of the Hurricane-Damaged Gulf Coast Region of the United States. 
*^Exhibit J, Email from William Thorson to Orlando Cabrera, copied to Donald Babers re; Demo Game 
Plan (July 21, 2006). 
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Despite these significant barriers, resident participation at the November 29, 2006 
meeting was overwhelming, illustrating residents’ profound interest in having input into decisions 
concerning their homes and city. An estimated 350 people attended the meeting, including 
residents who traveled from Texas, to oppose the demolition. About 50 individuals provided 
comments on HAND'S demolition and disposition plans. Approximately 30 residents and four 
elected officials provided comments; the balance was community stakeholders. The residents 
who provided oral comments represented each public housing development and some 
scattered sites. Each and every speaker voiced opposition to HAND’S plan. Not one person 
spoke in favor of demolition. Their message loud and clear - they do not want their homes 
demolished.^ 

In addition to questioning the consultation process, the Anderson litigation challenges 
defendants’ assertions that thousands of units of New Drieans public housing are 
uninhabitable.^^ In Dctober of 2006, we sent an architecture expert from MIT and a mold expert 
(who has conducted many post-Katrina reviews) to assess a sample of the units in each of the 
four developments. The experts found that: 

■ The “great majority of the units ha[ve] no visible mold growths” and the work necessary 
to remove mold “would be minimal consisting mainly of housecleaning and sanitizing the 
room surfaces.”^® 

■ Damage at Lafitte is “minor” and “easily repaired.’^® 

• C.J. Peete is “substantially intact and recoverable,” and [mjany units are in good 
condition,”®® 

■ First-floor units at B.W. Cooper received “minor damage commensurate with the level of 
flooding," and only minor repairs are required in the upper units.®' 

■ Second and third floor units at St. Bernard are also in good condition.®® 

The architecture expert found no structural or nonstructural damage was found that would 
reasonably warrant any cost-effective building demolitions. He concluded that demolition Is not 
supported by the evidence. He further stated: 

“[RIeplacement with contemporary construction would yield buildings of lower quality and 
shorter lifetime duration, the original construction methods and materials of these projects 
are far superior in their resistance to hurricane conditions than typical new construction and, 
with renovation and regular maintenance, the lifetimes of the buildings in all four projects 
promise decades of continued service that may be extended indefinitely.”®® 


®®An official transcript of the November 29, 2006 HANO resident consultation meeting is available at 

http://www.iu5ticeforneworleans.ora/index.Dht3?module=article&view=71Sc2ffe9a09089e409f6a701be34f 

2d1a3=a78f55e0dfe0ef647df64343e8324eb5 . 

"See Attachment B for photographs of the interior of sample Lafitte, B.W. Cooper, C.J. Peete, and St. 
Bernard apartments. 

^“Exhibit K, Declaration of David Martinez, at Tiff 6-7. 

®®Exhibit L, Declaration of John Fernandez, at fj 7. 

®”/d. at U 8. 

®'/d. at IF 9. 

®®/d. atlllO. 

’®/d. at 1112. 
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These expert assessments, as well as historic preservation concerns, confirm what the 
residents themselves already knew: The New Orleans public housing developments are 
amongst the most valuable, durable, and solid buildings in New Orleans.^ 

HUD Worsens Affordable Housing Crisis 

Since 1996, the number of public housing units in New Orleans has been drastically 
reduced. In 1 996 there were 1 3,600 units; only 7,1 00 units were left at the time of Hurricane 
Katrina, of which only 5,146 were occupied. Hundreds of units were vacant, slated for 
demolition prior to Hurricane Katrina but the need for affordable housing was immense. 
Approximately 18,000 families (approximately 8,000 for public housing and 10,000 for Section 8 
vouchers) were on HANO’s waiting list in 2005. Hurricane Katrina and HUD exacerbated this 
crisis of affordable housing. 

As noted previously, out of the 142,000 units that were damaged or lost in New Orleans 
due to Katrina, 1 12,000 - 79 percent - were affordable to low income households. The 
rebuilding of these units or new affordable housing has been painstakingly slow. The Louisiana 
Hurricane Housing Task Force in December 2006 stated that there is an “urgent need” for 
45,000 affordable rental units in Louisiana, 30,000 in New Orleans alone.®* With this severe 
dearth of affordable housing, and damage to other housing, rents have skyrocketed. While 32 
percent of renters in New Orleans paid less than $500 per month pre-Katrina, average rents 
have increased more than 70 percent from slightly under $800 to $1 ,357 a month,®* Arguably, 
rents at the lower end of the market have increased more drastically. 

In this stark scenario, it is nothing short of shocking that HUD would be opting for the 
least swift, most costly way to deal with public housing in New Orleans. A number of displaced 
public housing residents have been receiving vouchers through the Disaster Voucher Program, 
which provides up to $1 ,490 a month for rental assistance. In the own words of HANO's 
counsel, this is “a very generous governmentai housing benefit." But the residents are not 
looking for a generous government solution. What they need is an expedious, effective solution 
that will help them return home to New Orleans. 

Furthermore, these vouchers, and other housing vouchers, are useless in New Orleans. 
With an occupancy rate of nearly 1 00 percent, residents cannot find available housing upon 
which to utilize vouchers. In the rare instance in which a vacancy exists, landlords will not 
accept housing vouchers. For a snapshot assessment of housing available to voucher 
recipients, we conducted a survey in partnership with Common Ground Collective. Of the 238 
apartment complexes called, five were immediately available to voucher recipients, of which one 
was exclusively for elderly renters. Approximately 16 apartments reported to accept vouchers 
but were not accepting recipients at the time - these apartments had wait lists ranging from 


®^ln addition to the issue of habitability, the historic preservation community has raised concerns about 
the demolition plans. See Exhibit M, Letter from the National Trust for Historic Preservation to the 
Honorable Alphonso Jackson (Dec. 6, 2006). See also Nicolai Ouroussoff, All Fall Down, The New York 
Times (Nov. 19, 2006), available at 

htto://www.nvtimes.com/2006/1 1/19/weel<inrBView/19ouroussoff.html?el=5088&en=e2951eb8880134d5& 
ex=1 321 592400&Dartner=rssnvt&emc~rss&Daaewanled=Drint . 

®*Deon Roberts, Unaffordable Problem: N.O. Needs 30,000 Low-Income Rental Units, New Orleans 
CityBusiness (Dec. 4, 2006), available at 

httD://www.neworleanscitvbusiness.com/viewStorv.cfm?reclD=17465 . 

®®Jeffery Meitrodt, Rising Rent, TheTimes-Picayune (Oct. 15. 2006), available at 
httD://www.nola.com/archives/t-p/index.ssf?/base/news-6/1160B92246S2770.xml&coll=1 . 
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three months to two years; one apartment had 1,200 applicants on a waiting list; others reported 
that their waiting list was closed indefinitely. 

HUD defends its plan to demolish most of New Orleans' public housing stock at a time 
when the city still cannot house the majority of its residents by claiming that its plan to replace 
the existing stock with privately-owned, mixed-income developments is a way to deconcentrate 
poverty and build better housing. But as a New York Times architecture reporter noted, “[tjhis 
argument seems strangely disingenuous in New Orleans, The reporter went on; "Built at the 
height of the New Deal, [New Orleans’] public housing projects have little in common with the 
dehumanizing superblocks and grim plazas that have long been an emblem of urban poverty. 
Modestly scaled, they include some of the best public housing built in the United States.’^ 

Landmark and preservation groups concur. In its letter to Secretary Alphonso Jackson, 
the National Trust for Historic Preservation reminded the Secretary of a process created by law 
that mandates HUD to consider the impacts upon historic resources of any redevelopment 
plans. In its letter, the Trust urges Secretary Jackson to utilize this process to “explore the 
benefits of re-using these buildings as a cost-effective means of providing affordable housing in 
a timely fashion to the citizens of New Orleans."^“ The Trust cautions that while wholesale 
demolitions may be the first impulse, “Hurricanes Katrina and Rita already have caused the loss 
of thousands of homes, and we are threatened with the loss of thousands more unless we 
carefully explore alternatives.”'’" 

Residents’ Demands 

New Orleans public housing residents want to return home. They are tired of living 
dispersed throughout the United States with no indication of when they can return. They want 
to resume their lives in New Orleans and to be a part of the rebuilding of their city, their 
communities, and their homes. 

Residents want the immediate return of public housing families to their habitable pre- 
Katrina units. In addition, they seek to have a genuine consultation process regarding any 
redevelopment plans prior to the issuance of Requests for Qualifications and Requests for 
Proposals and thus, prior to the execution of any contracts for redevelopment. They want to 
ensure that every family that resided in public housing pre-Katrina has the right to return to a 
public housing unit in New Orleans. Lastly, they seek to increase the number of affordable 
housing units in New Orleans to accommodate the overwhelming need.*’ 

On behalf of displaced and locked out public housing families of New Orleans who want 
to return to New Orleans, I urge Congress to take all steps necessary to expeditiously return 
residents to their homes and to ensure that they may participate in decisions about the future of 
their communities. 


"'See supra note 34 Nicolai Ouroussoff, All Fall Down, The New York Times. 

^‘Id. 

“See supra note 34 Letter from the National Trust tor Historic Preservation to the Honorable Alphonso 
Jackson. 

‘°ld. 

"'As in the case of HUD's response in Mississippi, there must be a mandate of one-for-one replacement 
in New Orleans. See Jackson Approves $100 Million Program to Help Five Mississippi Public Housing 
Authorities to Recover from Hurricane Katrina (Aug. 17, 2006) available at 
httD://www.hud.qov/news/release.cfm?content=pr06-098.cfm 
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House Committee on Financial Services 

Statement by Amnesty International USA 
February 6, 2007 


Introduction 


Amnesty International USA commends the House Committee on Financial Services for 
examining conditions in the Gulf Coast related to Hurricane Katrina. Amnesty International 
believes that the best and most effective way to secure and rebuild lives is by utilizing human 
rights laws, guidelines and structures. 

Amnesty International’s 1.8 million worldwide members are dedicated to working on behalf of 
economic, cultural, social, civil, and political rights. For more than four decades^ our work has 
been guided by the Universal Declaration of Human Rights and other international standards as 
these have evolved, including the Guiding Principles for Internally Displaced Persons. Our most 
recent annual report summarizes human rights concerns in 149 countries and territories. We are 
an independent and non-partisan organization and receives no funding from any government. 

We are pleased and honored to provide testimony for today’s session. Our statement 
demonstrates how adequate housing is a recognized human right under international standards 
and obligations, and describes the housing situation in New Orleans before and after Hurricane 
Katrina, along with other related human rights concerns. It provides a brief background on the 
Guiding Principles and promotes their applicability to housing concerns in New Orleans. We 
conclude with recommendations for Congressional action. 

Housing as a Human Right 

The right to adequate housing guarantees access to a safe, habitable, and affordable home with 
protection against forced eviction. Without adequate housing, an individual is vulnerable to 
human and natural forces, compromising other human rights including family life, health, 
education, employment and privacy. The right to adequate housing is clearly supported by 
international law built on the foundational Universal Declaration of Human Rights. Article 25 
states: “Everyone has the right to a standard of living adequate for the health and well-being of 
himself and his family, including... housing.” 

The International Convention on the Elimination of All Forms of Racial Discrimination, to 
which the USA is a party, includes, in Article 5, an undertaking by states’ parties to: 

to prohibit and eliminate racial discrimination in all of its forms and to 
guarantee the right of everyone, without distinction as to race, color, or 
national or ethnic origin to equality before the law, notability in the 
enjoyment of the following rights:. ..(e) in particular... (Hi) the right to housing 
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The right to adequate housing is also protected in Article 14(2)(h) of the International 
Convention on the Elimination of Discrimination Against Women, Article 27(3) of the 
Convention on the Rights of the Child, and Article 1 1 of the International Covenant on 
Economic, Social and Cultural Rights, all of which have been signed by the United States. The 
latter provides for: “the right of everyone to an adequate standard of living for himself and his 
family, including adequate food, clothing and housing.-.States Parties will take appropriate steps 
to ensure the realization of this right.” As a signatory state to these treaties, the USA is bound 
under the Vierma Convention on the Law of Treaties to not do anything to undermine the object 
or purpose of the treaty. 

Despite the clear and unequivocal status of the right to adequate housing in international human 
rights law and standards, including in conventions which the USA has signed and ratified, it 
remains true that 100 million people in the world have no place to live and over a billion are 
inadequately housed, according to UN estimates.' Courts worldwide are increasingly acting to 
uphold housing rights where governments have failed to comply with their obligations to respect, 
protect and fiilfill these human rights.^ 

New Orleans Housing Before August 2005 

The significant risk of hurricane-induced flooding in New Orleans was experienced and 
understood after the 1965 Hurricane Betsy flooded 164,000 homes.^ Betsy’s rainfall and storm 
surge caused levees along the Industrial Canal and the Mississippi River Gulf Outlet to fail, 
leading to devastating flooding. When the levee system was rebuilt after Betty by the Army 
Corps of Engineers, it was engineered to only withstand a fast moving Category 3 Hurricane, 
despite the risk of future Category 4 or 5 hurricanes that could put parts of New Orleans rmder 20 
feet of water.^ For fifty years, the United States employed a levee system that could not protect 
millions of New Orleans residents from the significant loss of life, housing, and well-being that 
would accompany a major hurricane. 

While residents of public projects were forced to evacuate from Hurricane Katrina due to minor 
flooding and the lack of governmental services following the hurricane, the projects were on 
relatively high ground and suffered relatively little damage as noted by Amnesty staff during site 
visits. We have included recent pictures of the buildings from the Loyola Law Clinic to indicate 
their current conditions and suitability for repair. 

The four main projects currently closed to residents and being considered for demolition were 
built immediately following the passage of the U.S. Housing Act of 1937; this legislation 
instituted the U.S. Housing Authority and tasked it with providing public housing for low- 
income families. The projects now slated for demolition - CJ Peete/Magnolia, B.W. 
Cooper/Calliope, St. Bernard, and Lafitte - encompassed 7,300 units and sUmd in the third, sixth 
and seventh wards. 


‘ United Nations Press Release, “Commission on Human Rights Hears Reports from Special Rapporteurs on Rights 
to Housing, Health and Education,” 29 March 2005. 

^ The Constitutional Court of South Africa, for example, has upheld the right to adequate housing in a wide range of 
cases including Government of the Republic of South Africa vGrootboom, [2001] 4 SA46 (CC). 

’ PBS series, Nava, “Storm that Drowned a City”. 

Civil Engineering Magazine, “The Creeping Storm,” June 2003. 
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During the past twenty years, there has been growing pressure to demolish housing projects as 
the buildings stood on centrally located and thus valuable land. By the time Hurricane Katrina 
made landfall, the number of existing public units had decreased from a high of 13,694 in 1996 
to 7,600 in 2005.^ An example of this reduction was the replacement of the 1,600 unit St. 
Thomas project with the mixed income River Garden development, with only about 40 occupied 
by low-income tenants to date.* This decrease of over 97.5% of affordable housing units in this 
particular case is likely to be replicated citywide if demolition of the four projects occurs. 

The Department of Housing and Urban Development (HUD) defines its mission as “[increasing] 
access to affordable housing.” Yet HUD’s support of Hope VI funding for demolition of low- 
income housing in favor of insufficient mixed-income units runs counter to the Department’s 
stated goal. This changed emphasis has accelerated a slow drumbeat of decreased access to 
affordable housing into a race to take advantage of the impact of Katrina. The overall picture is 
unflattering: by not providing for the safety of New Orleans residents, the United States created 
conditions of displacement that it is making permanent by tearing down an already reduced stock 
of affordable housing. 

New Orleans Housing Post-August 2005 

Sixteen months after Hurricane Katrina, less than half of New Orleans residents have returned.’ 
Foundational to the right to return is housing, but with 55% (4,195) of the 7,600 public housing 
units facing demolition®, HUD (as controlling agent through receivership of the Housing 
Authority of New Orleans) has almost single-handedly eliminated affordable housing in New 
Orleans, Without public options, private rentable housing is experiencing vacancy rates of 1% 
and rent increases of 15-40%.’ Unequal opportunities to return are consequently creating rapid 
demographic shifts, with an older, whiter and wealthier New Orleans population post Katrina. 
Without affordable housing, low-income communities and people of color now make up a 
smaller percentage of the current New Orleans metropolitan population than before Katrina.''* 

Permanent housing in New Orleans has become an even scarcer commodity, underscored by the 
fact that, since March 2006, the number of occupied emergency trailers and mobile homes has 
swelled by 30,164 units, while the number of households receiving rental assistance has 
increased by 33,350." Most dramatically, if demolition of the four major public housing 
developments proceeds, public housing in New Orleans will have been reduced by 75% in the 
past decade. 

Other Human Rights Considerations 

Human rights affected in the immediate and long-term aftermath of the hurricane are diverse and 
significant, and do not just include eeonomic and social rights, but political and civil rights. The 


^ Times Picayune, “Activists Link Homelessness to Federal Spending Priorities,” Gwen Filosa, November 1 5, 2006. 
^ Salon, “Locking Out New Orleans Poor,” Bill Sasser, Oct. 30, 2006. 

^ The New York Times, “Outlines Emerge for a Shaken New Orleans," Adam Nossiter, Aug 27, 2006. 

“ Times Picayune, “Activists Link Homelessness to Federal Spending Priorities,” Gwen Filosa, November 1 5, 2006. 
^ National Low Income Housing Coalition, Memo to Members: Vo! 1 1 , No. 30, August 4, 2006 
The National Alliance to Restore Opportunity to the Gulf Coast and Displaced Persons, “The Aftermath of 
Katrina and Rita: The Human Tragedy Inflicted on the Gulf Coast." 

' ' The National Alliance to Restore Opportunity to the Gulf Coast and Displaced Persons, “Progress in the Gulf 
Coast: 10 Months Later.” 
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United States has ratified the International Covenant on Civil and Political Rights, yet has failed 
to uphold rights protected under the Covenant that include Articles 2 (discrimination), 6 (life), 12 
(movement), and 26 (discrimination). After Katrina, thousands of mainly poor and Afncan 
American residents were left stranded for days in increasingly desperate and unsafe 
circumstances, without adequate food, housing or access to even emergency health care. Many 
were left vulnerable to attack as police abandoned the city.’^ 

The lack of housing opportunities for tens of thousands of New Orleans residents is compounded 
by the absence of schooling and health care opportunities. These challenges are most keenly felt 
in communities marginalized by race, ethnicity and class, and include waiting lists for public 
schools that are less than 50% open (56 of 1 28)'^, and the closing of the only public hospital 
(Charity). Additionally, enviroranental cleanup has been inadequate. To date, millions of tons of 
toxic sludge are believed to remain in the greater New Orleans area. AIUSA has mobilized its 
nationwide membership to demand that the Environmental Protection Agency (EPA) meet its 
legal obligation to remove the millions of tons of toxic sediment that are estimated to still linger 
in the wake of Hurricanes Katrina and Rita. 

We would also like to draw attention to the recommendations of the United Nations (UN) 

Human Rights Committee (the expert body on implementation of the International Covenant on 
Civil and Political Rights) to the US Government, after considering the USA’s second periodic 
report in 2006. The Committee urged the USA to review its practices and policies to ensure the 
full implementation of its obligation to protect life and of the prohibition of discrimination 
against IDPs, whether direct or indirect, as well as of the Guiding Principles on Internal 
Displacement, in the areas of disaster prevention and preparedness, emergency assistance and 
relief measures. It further urged the US to increase its efforts to ensure that the rights of poor 
people and in particular African Americans, are fully taken into consideration in the post Katrina 
reconstruction plans with regard to access to housing, education and healthcare.’* 

Background on the Guidina Principles for Internally Displaced Persons 

The United Nations General Assembly adopted the “UN Guiding Principles for Internally 
Displaced Persons,” which are non-binding, but set out authoritative standards based on existing 
instruments of international human rights and humanitarian law. The Guiding Principles offer 
protection from forced displacement and protection to IDPs at all stages of displacement: during 
displacement (including humanitarian assistance) and in the return, resettlement and 
reintegration processes. These principles have been systematically undermined in New Orleans 
in the aftermath of Hurricane Katrina. 

The Guiding Principles seek to addresses the gap in protecting the displaced that exists between 
international and domestic law. When individuals cross international borders to secure life and 
liberty, they may be protected as refugees if they fear persecution on return based on the factors 
delineated in the Convention. Refugees have legal rights, protection and assistance from the UN 


Information Clearing House, “Second Amendment Nixed in New Orleans,” Kurt Nimmo, Sep. 9, 2005. 

” AP, “Recovery Remains Slow in New Orleans a Year After Katrina,” Aug. 12, 2006. 

NRDC, On Earth, “Rough Burial,” Elizabeth Royte, Spring 2006. 

Human Rights Committee, 10-28 July 2006, Consideration of Reports Submitted by States Parties under Article 
40 of the Covenant, Concluding Observations on the United States of America. 



196 


5 


High Commissioner for Refugees (UNHCR) and are supported by national mechanisms 
including the United States’ $774 million Migration and Refugee Assistance account.'* 

Internally displaced persons (IDPs) are typically among the most vulnerable populations, often 
coming from disadvantaged ethnic groups and poverty-stricken communities. They enjoy no 
established resource stream, international body, or a formal system of rights and laws. As 
nationals within their own country, they are dependent on often antagonistic or non-responsive 
governments that allowed or enabled the conditions that created the displacement. 

To help support this vulnerable population, the United Nations High Commissioner for Human 
Rights developed the non-binding Guiding Principles on Internal Displacement in a process 
organized by the Brookings Institution. These principles consider IDPs to be; 

Persons or groups of persons who have been forced or obliged to flee or to 
leave their homes or places of habitual residence, in particular as a result of or 
in order to avoid the effects of armed conflict, situations of generalized 
violence, violations of human rights or natural or human-made disasters, and 
who have not crossed an internationally recognized State border. 

The Principles note that national authorities have the primary duty to protect the public from 
experiencing conditions leading to displacement. When displacement occurs, national 
authorities are to provide humanitarian assistance without discrimination. They are to ensure 
IDPs are accorded full equality in the exercise of all human rights as do other persons in that 
country. They also have the right to an adequate standard of living including adequate food, 
water, housing, as well as the right to education and to the highest attainable standard of health 
including access to adequate health services. 

The United States has endorsed and called attention to the Principles on multiple occasions. The 
U.S. Agency for International Development (USAID) has noted: “Governing authorities in 
affected countries hold primary responsibility for IDPs; their wellbeing, security, safe return 
home and resettlement.”’’ Betty King, former United States Ambassador to the Economic and 
Social Council of the United Nations, has noted, “All states should apply internationally 
recognized norms with regard to internally displaced persons” and support the Guiding 
Principles as the “normative standard for international treatment of internal displacement.”'* 
Department of Homeland Security Special Advisor Igor Timofeyev has noted, “The United 
States strongly supports these voluntary principles and recognizes that they provide a useful 
framework in addressing the numerous challenges posed by internal displacement. Indeed, they 
articulate multiple important protections that also find expression in the Covenant [on Civil and 
Political Rights] which is of course a legally binding treaty.”'^ 


United States Institute of Peace, “Orphans of Conflict: Caring for the Internally Displaced,” Donald Steinberg. 
USAID, USAID Assistance to Internally Displaced Persons Policy, Oct 2004 

US Mission Geneva Press Releases, Statement by Ambassador Betty King Of the United States of America To the 
Economic and Social Council On Special Economic, Humanitarian and Disaster Relief Assistance: Strengthening 
the Coordination of the Emergency Humanitarian Assistance of the United Nations, July 1 1, 2001. 

US Mission to the United Nations in Geneva Press Release, “U.S. Meeting with U.N. Human Rights Committee, 
U.S. Delegation Response to Oral Questions from the Members of the Committee,” July 18, 2006. 
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Applicability of the Principles to Housing in New Orleans 

Principle 28 of the Guiding Principles calls for the domestic government to recognize the human 
right of displaced people to return home. Specifically, domestic governments must: 

[AJllow internally displaced persons to return voluntarily, in safety and with 
dignity, to their homes or places of habitual residence . . .Such authorities shall 
facilitate the reintegration of returned or resettled internally displaced persons. 

Special efforts should be made to ensure the full participation of internally 
displaced persons in the planning and management of their return or 
resettlement and reintegration. 

The United States government should therefore provide Katrina IDPs with the choice to return to 
their former homes or to resettle. IDPs should be informed about the trae conditions and future 
plans of their neighborhoods and of resettlement options. If IDPs return, the government should 
provide assistance for reestablishing livelihoods and communities. IDPs should also be allowed 
to influence the future of housing and public facilities and infrastructure, and play an active apart 
in the plaiming and management of their return and reintegration. If the government decides that 
reconstruction must be prohibited, that decision should be made in close consultation with IDPs, 
who should then have assistance in relocating and reestablishing their livelihoods and residences 
and/or compensation. 

While prohibition of reconstruction might be appropriate for certain parts of the city, we believe 
it is currently not relevant for public housing imits. The units must be reopened and restored, 
and specific care must be taken to ensure permanent displacement does not change the character 
of an area by race or class. Residents should also be enfranchised to play a role in shaping the 
long-term decisions of how they will be kept safe from future displacement and how their long- 
term housing needs will be met. 

Specific Recommendations 

The United States government has the capacity and obligation to respond to the needs of 
internally displaced persons around the world, including within its own borders. It should act 
immediately for Gulf Coast IDPs, and in a maimer that promotes their dignity and well-being. 

Consequently, Amnesty International USA recommends that the House Committee on Financial 
Services use its authority to ensure that HUD: 

• End demolition plans for CJ Peete/Magnolia, B.W. Cooper/Calliope, St. Bernard, and Lafitte, 
and provide funds required to ensure adequate housing, including restoration of these facilities. 

• Ensure that everyone affected by any demolitions of public housing units are provided 
sufficient alternative accommodation. 

• Consult with affected communities to ensure relief and resettlement programs are appropriately 
designed and administered so as to ensure respect their human rights. 
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• Support survivors by developing a transitional and permanent housing plan that will enable 
resettlement and reintegration, and respect their human rights - in particular their right to 
adequate housing. 

• Ensure survivors have access to information to enable them to genuinely and effectively 
participate in shaping administrative decisions which affect the exercise of their housing rights. 

• Provide training for HUD and other federal, state and local officials on the human rights of 
IDPs. 
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SUITE 500 

3251 PROSPECT STREET. N.W. 

WASHINGTON, D.C. 20007 
202- 338-5035 FAX 202 333'1522 

February 5, 2007 

RK: Letter of Support In Conjunction with Advancement Project’s Prepared 
Statement fur the Committee Hearing on the Federal Housing Response to 
Katrina 


To llic House Conunittcc on Financial Services: 


My name is Robert R. Elliott I write to you as a concerned citizen to voice my 
apprehension about the federal government’s response to the post-Katrina public housing 
crisis in New Orleans. 

I served as the General Counsel of HUD from 1 974 to 1 977. During my tenure, T 
oversaw the original implementation of the Community Development Block Grant 
Program, the Section 8 Housing Program and other programs. I also wa.*? re.spon.sible Ibr 
the legal implementation of the “operating subsidy” of all conventional public housing. 

I praclicetl law in housing-related mailers for 35 years. 

I was alarmed when 1 read in the newspapers about plans lo demoli.sh public 
housing in New Orleans. As a concerned citizen, 1 contacted representatives of the public 
housing tenants and visited New Orleans during the week of January 1 5, 2007. T 
examined housing units in the following four New Orleans public housing development.*!: 
St, Bernard, Lafitte, B.W. Cooper, and CJ. Peete. 

When 1 examined these housing dcvclupmenb, I found it astonishing that 
HUD would plan to demolish them because they are extraordinarily sound 
structures. They arc well located. They are low rise (three and four story 
structures) and are laid out well with good open areas. And most important, they 
are in the place suffering the most acute shortage of affordable bousing in the 
nation, and could promptly be put back in service at relatively Ivw co.st. 

It is particularly shocking tliat HUD and others could propose the demolition of 
most of New Orleans’ public housing apartments when, due to the City’s incredibly 
severe housing crisis, people of limited means arc living in small FRMA trailers so far 
away that they have to commute for hours lo and from work. 

These four developments are structurally sound. Due to the strength of their 
construction, they withstood ihe winds of Hurricane Katrina far beiier than did the “stick 
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built” homes in the area. I was loid that people sought refuge in these projects during 
Katrina due to their strength- And it is obvious that wind damage was miniTTml in most 
cases, again due to; the strength of the structures. 

The buildings do need renovation. There id some damage from the hurricane and 
additional damage -by reason of governmental decisions that intentionally left them 
vacant for no valid reason. 

These buildings can be readily renovated. The apparent intention to have the 
deteriorate for many months — supporting arguments for demolition - has not in any way 
cau-sed the cost of renovations to be untenable. 

HUD’s proposal to demolish these buildings and construct them anew i.s 
unsupported if the Committee will compare the reaiistich costs of their renovation as 
compared to the high costs of demolilion/new construction. The buildings could be 
repaired and renovated for far les.s than what it cost to demolish and reconstruct them. 
HlJD’s proposal would waste scare federal resources. 1 say this with the benefit of 
having been involved professionally in extensive renovations of muUifamily buildings. 

Demolition of so many acres of buildings would also cause ma-s.^ive environmental 
depredation. 

The wastefulness of HUD’s plan is compounded by the fact that it would lake far 
longer to demoli.sh and reconstruct the buildings than it would make the necessary 
repairs. The delayed timing of providing housing is, first and foremost, a further 
hardship on those most hard hit by Hurricane Kairina. And In terms of costs to tlie 
government, additional housing assistance cost.s, such housing vouchers, are run up by 
the delayed tuning as compared to renovation of the four public housing developments. 

In addition to the cost concerns, one cannot but question the real agenda of those 
who support demdition by u-sing the justification of “deconcentrating poverty” in New 
Orleans. Deconcentmtion has been a legitimate issue in certain high-rise, dense public 
housing project in some cases. That is not the case here. The hou-sing developments at 
issue in New Orleans arc low rise three and four story structures, with open ground, trees, 
and desirable design. 

Given the lack of a real justification for HUD’s demolition plan in New Orleans, it 
is no wonder that the low Income minority tenants of the four public housing 
developments read into the demolition proposal a clear message: “You are not wanted in 
New Orleans.” 


Respectfully submitted, 



Robert R. Elliott 
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February 2, 2007 


Congressman Baniey Frank, Chairman 
House Committee on Financial Services 
2252 Rayburn H.O.B 
Washington, DC 20515-2104 

Re: House Committee on Financial Services Hearing on Federal 
Housing Response to Hurricane Katrina 

Dear Congressman Frank: 

I write to you on behalf of the Greater New Orleans Fair Housing Action 
Center, Inc. (GNOFFIAC), a private, non-profit organization that for the 
past 1 1 years has provided education, outreach, and enforcement with 
respect to tlic fair housing laws throughout the New Orleans 
metropolitan area. 


As you consider matters jurisdictional to the Federal Government that 
may be hampering the Gulf Coast rebuilding process, 1 request that you 
strongly consider the role of the United States Department of Housing 
and Urban Development (HUD). In its efforts to demolish public 
housing in New Orleans, HUD has made it extremely difficult for public 
housing residents, all of whom are African-American, to return to New 
Orleans. As such, we request that you use your authority to force HUD 
to reconsider its demolition plans for public housing in New Orleans, 
and instead make the immediate return of public housing residents its 
primary goal. 

Prior to Hurricane Katrina, HANO provided housing to approximately 
14,000 families (49,000 individuals) through its public housing and 
housing choice voucher programs. HANO managed 7,379 public 
housing rental units, 5,146 of which were occupied. HANO had an 
allocation of 9,400 Housing Choice Vouchers pre-Katrina, witli 8,981 
vouchers utilized and another 700 issued to individuals searching for 
units. Additionally, 10,873 families were on HANO’s voucher waiting 
list. Therefore, the struggle for affordable housing in New Orleans 
existed before the storm. 


Since Katrina, a mere 1,100 families have returned to public housing 
units. Only 2,900 families received emergency vouchers, and out of that 
number, only 1 ,297 families have been able to secure an apartment 
through the use of a voucher due to the increased rents tlial families face 
in New Orleans. Given the dearth of affordable housing and the state of 
the rental market, a move towards mixed income housing — which will 
result in a large net loss of affordable units — would hurt the people 
HUD says it is trying to help. 


>2K .'I't Cliiifles Ave. Siiife iO-IS. LA 701.10 S77-44.v2lO0 504.596.2100 Fax: 504-596-2004 •www.gnotkidimismo.org 
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New Orleans has experienced recently the impact of mixed income housing on its alfordable housing 
stock. In 2000, HANO, through a HOPE VI grant, redeveloped the St. Thomas public housing 
development. More than 1,500 units of public housing were demolished and slated for redevelopment 
as “River Garden Apartments” (River Garden). At the time of redevelopment, approximately 1 ,700 
people lived at St. Thomas. River Garden’s developer and management company, Historic Restoration 
Inc. (HRl), originally proposed to build a mixed-income community consisting of 80 percent 
public/low-income housing units and 20 percent market-rate units. However, the final redevelopment 
plan, which was formulated after HUD awarded HRl a $25 million grant, consisted of just 22 percent 
public/low-income housing units and 78 percent market-rate units~a near reversal of its original 
numbers. 

In August of 2005, five years after 1,700 St. Thomas residents were displaced by the redevelopment, 
only 59 of the 122 public housing units at River Garden were occupied by public housing residents. 
River Gardens was left undamaged by Hurricane Katrina. But rather than offering the 69 vacant public 
housing units to displaced public housing residents, for one full year after the storm, HANO and HRl 
leased 44 of the 63 available units to employees of HANO, and the remainder of those 63 units to 
public housing-ineligible households. To date, HANO and HRl have failed to identify eligible former 
St. Thomas residents or other qualified public housing residents for placement in all of 122 units. 

HOPE VI, as played out through the redevelopment of St. Thomas, has failed New Orleanians in dire 
need of affordable housing. Current plans to demolish and redevelop the St. Bernard, C.l. Peete, B.W. 
Cooper, and Lafitte housing developments are modeled upon the St. Thomas blueprint, despite the fact 
that nearly seven years after redevelopment began, only a handful of public housing residents have 
obtained housing there. HANO and HUD’s decision to demolish public housing, instead of renovating 
and reopening these developments, denies New Orleans’ poorest residents the opportunity to return 
home and ensures a future lack of affordable housing in a city that needs it now more than ever. 

Again, we urge you to use your authority to force HUD and HANO provide immediate public housing 
in New Orleans. 


Sincerely, 



James H. Perry 
Executive Director 
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February 1, 2007 


The Honorable Barney Frank, Chairman 
House Committee on Financial Services 
2252 Rayburn House Office Building 
Washington, DC 205 15-2104 

Dear Congressman Frank: 

We appreciate your bold leadership in supporting the right of return for the thousands of people 
who remain displaced from their homes and communities seventeen months after Hurricane 
Katrina. In particular, we look forward to the hearing that will be convened by the House 
Committee on Financial Services on February 6, 2006 to probe federal housing responses to 
Hurricane Katrina. 

Based in New Orleans, Advocates for Environmental Human Rights (“AEHR”) provides legal 
services, community organizing support, public education, and advocacy campaigns that are 
focused on defending and advancing the human right to a healthy environment. Since Hurricane 
Katrina, our work has expanded to advocating for human rights protections in the treatment of 
the displaced residents of New Orleans and the Gulf Coast region. 

As you know, actions taken by our federal government have exacerbated the disastrous 
consequences of Hurricane Katrina by creating a housing crisis that harms public housing 
tenants, homeowners, and renters. Less than two months after the hurricane. Secretary Alphonso 
Jackson of the Department of Housing and Urban Development (“HUD”) infamously proclaimed 
to the media that New Orleans “will be less black.” Soon after. Secretary Jackson installed metal 
plates over windows and doors on public housing in New Orleans that sustained minor hurricane 
damage, barring entry by tenants. Currently, Secretary Jackson seeks to fast track the demolition 
of public housing in New Orleans in complete disregard of the housing rights of 5,000 families. 


650 Poydroi- Street, Suite/2523 • New Orleam-, LA 70130 USA 
phone/ 50‘h.799.3060» fcuo 509-.799.3061 
mhariien/-aehr@(xr!unet» rvwcilker-aehr@cov/.net 
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Further, the Bush Administration has approved funds for residential repair and rebuilding in 
Louisiana that would provide on average a woefully inadequate grant of $50,000 to homeowners 
who lost eveiything. (Leslie Eaton, 10,000 Gel Grant Letters on Rebuilding in Louisiana, THE 
New York Times, Dec. 1, 2006). These Binds provide no direct benefit to renters, who 
comprised 60% of the pre-hurricane population of New Orleans and are unable to afford the 
rents that have skyrocketed since the storm. (Staff Reports, Renters in New Orleans Want Road 
Home, Too, NEW ORLEANS CITY BUSINESS, Nov. 27, 2006). 

For the thousands of people who remain displaced, the Federal Emergency Management Agency 
(“FEMA”) has established significant barriers to housing assistance, which has provoked courts 
to condemn the agency’s actions. 

[FEMA] must free the evacuees from the ‘Kafkaesque’ application 
process they have had to endure. ... It is unfortunate, if not incredible, that 
FEMA and its counsel could not devise a sufficient notice system to spare those 
beleaguered evacuees the added burden of federal litigation to vindicate their 
constitutional rights. 

ACORN V. FEMA, No. 06cvl521 (Nov. 29, 2006). 

[This Court] has seen scant evidence that desire for openness and clarity 
guided any of FEMA’s communications, and this obfuscation has acted much to 
the detriment of the plaintiffs, and indeed, the entire country. 

McWaters v. FEMA, No. 05-5488 (E.D. La. 2006). 

The Bush Administration has created a housing crisis that prevents predominantly African 
American and poor people from exercising their right of return, and is entirely contrary to the 
position it has taken to promote the right of return for displaced persons in international arenas. 
The fact is that for several years, our US government has been a cosponsor of United Nations’ 
resolutions that adopted the Guiding Principles on Internal Displacement “as an important tool 
for dealing with situations of internal displacement” and welcomed the fact that “an increasing 
number of States, United Nations agencies and regional and non-governmental organizations are 
applying them as a standard.” (United Nations, Commission on Human Rights, Res. 2003/51, 
4/23/2003; United Nations, General Assembly, Res. 54/167, 12/17/99). 

The UN Guiding Principles on Internal Displacement address the specific needs of internally 
displaced persons, and identify rights and guarantees that are relevant to: (1) protecting people 
from being displaced by a natural or man-made disaster; (2) protecting and assisting people 
during displacement; and (3) providing the necessary means for people to return or resettle. 
(United Nations, Commission on Human Rights, Further Promotion and Encouragement of 
Human Rights and Fundamental Freedoms, Including the Question of the Program and Methods 
of Work of the Commission on Human Rights, Mass Exoduses and Displaced Persons, 
E/CN.4/1998/53/Add.2, Feb. 11, 1998, available online at http://www.unhchr.ch/Huridocda/ 
Huridoca.nsf/0/d2e008c61b70263ecl25661e0036D6e?Opendocument). 

Endorsing the UN Guiding Principles on Internal Displacement as “a useful framework for 
dealing with internal displacement,” the U.S. State Department established a comprehensive 
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policy for protecting the human rights of people who are displaced by a man-made or natural 
disaster in October 2004 (US State Department, USAID Assistance to Internally Displaced 
Persons Policy, PD-ACA-558, Oct. 2004, pp. 1-2, 6, available online at http://www.usaid. 
gov/policy/ads/200/ 200mbc.pdf). 

Our government’s Assistance to Internally Displaced Persons Policy recognizes that prolonged 
displacement threatens people who are forced to leave their homes as a result of a disaster, but 
remain within their sovereign nation. (Id. at p. 3). Most notably, this policy asserts that the US 
government is committed to protecting people in all phases of displacement through the 
following actions: 

Humanitarian Assistance 

• Provide housing, food, water, sanitation systems, healthcare, 

• Provide access to education, training, microcredit, legal documents, trauma counseling, 
locating families, and support to improve self-reliance 

Return and Transition Assistance 

• Provide transportation to return home 

• Help to reclaim land, and rebuild houses and businesses 

• Support displaced persons to create stronger civil society 

• Safeguard the rights of female-headed households 

Long-term Development assistance 

• Construct infrastructure, health systems, and schools 

• Develop modes of transportation and transportation routes 

• Support access to vocational training and business loans 

(Id. at p. 7). 

While our government supports protecting and assisting people who are displaced in foreign 
countries, it has systematically denied those same protections and assistance for US citizens 
displaced by Hurricane Katrina. 

It is profoundly evident that changes must be made to the Stafford Act, the federal law governing 
disaster response, which establishes that virtually all federal responses to a disaster are 
discretionary acts that are completely immune from lawsuit. (42 USC §5148). Mandatory acts 
are limited to: (1) matters under federal control as established by the US Constitution or federal 
law (42 USC §5191(b)), and (2) the duty to not discriminate (42 USC §5151). Under the 
Stafford Act, US citizens have no legal claim to disaster assistance because even those things 
that the Stafford Act describes as “essential assistance” - including emergency medical care, 
shelter, clearing roads and bridges, demolition of unsafe buildings, dissemination of health and 
safety information, and reduction of immediate life-threatening risks - are all discretionary. (42 
USC §5 170b). However, even within the confines of the Stafford Act, more could be done by 
the Bush Administration to support the right of return, especially when one considers that this 
administration has established a policy that addresses the needs of displaced Gulf Coast 
residents. 
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For these reasons, we respectfully request your support in 

• blocking federal funds that would allow HUD to carry out its scheme to demolish public 
housing in New Orleans and deny housing to the 5,000 families who are public housing 
tenants; 

• sponsoring legislation that provides sufficient housing grants for all people affected by 
Hurricane Katrina; and 

• sponsoring a resolution that calls on the Bush administration to implement human rights 
standards, namely the UN Guiding Principles on Internal Displacement and the State 
Department’s Assistance to Internally Displaced Persons Policy, in the reconstruction 
and re-inhabitation of New Orleans and the Gulf Coast region. 

We appreciate your attention to this matter, and are available to further assist your efforts to 
achieve a just, sustainable, and anti-racist rebuilding of New Orleans and the Gulf Coast region. 

Very truly yours, 


Monique Harden 
Co-Director & Attorney 


Nathalie Walker 
Co-Director & Attorney 
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PHA Plans 
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PHA Plan 

Agency Identification 
PHA Name: Housing Authority of New Orleans 
PHA Number: L4 001 
PHA Fiscal Year Beginning: 10/2003 
Public Access to Information 

Information regarding any activities outlined in this plan can be obtained by 

contacting; (select all that apply) 

Main administrative office of the PHA 
I I PHA development management offices 

I I PHA local offices 

1 

Display Locations For PHA Plans and Supporting Documents 

The PHA Plans (including attachments) are available for public inspection at: (select all 
that apply) 

Main administrative office of the PHA 
^ PHA development management offices 

0 PHA local offices 

Q Main administrative office of the local government 
CU Main administrative office of the County government 

1 I Main administrative office of the State government 
I I Public library 

PHA website 
r~l Other (list below) 


PHA Plan Supporting Documents are available for inspection at; (select all that apply) 
Rl Main business office of the PHA 
r~l PHA development management offices 
Q Other (list below) 


PHA Identification Section, Paee 1 

HUD 50075 
0MB Approval No. 2577^)230 
Expitts: 03/3 1/2002 
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Q Other housing market study 
Indicate year: 

[~| Othr sources: (list and indicate year of information) 

B. Housing Needs of Families on the Public Housing and Section 8 
Tenant- Based Assistance Waiting Lists 

Slate the housing needs of the ramilies bn the PHA*s waiting tisi/s. Coinpleu one tabii^or each tyjM 
of PHA-wide waiting list administe'r& by the PHA. PHAs may provide scpa^c,bblesffor;sit^j;’f:; - 
based or sub-jurisdicdonal public homing waiting lists at ibeir option., ■:'j _ 


Housing Needs ot Families on the Waiting List 

Waiting list type: (select one) 

Rl Section 8 tenant-based assistance 



[~l Public Housing 

r~l Combined Section 8 and Public Housing 

1 1 Public Housing Site-Based or sub-jurisdictional waiting list (optional) 

If used, identify which development/subjurisdiction: 


# of families 

% of total families 

Ajulual Turnover 

Waiting list total 

16,102 


404 

Extremely low 
income <=30% AMI 

10,144 

63% 


Very low income 
(>30% but <=50% 
AMI) 

4,992 

31% 


Low income 
(>50% but <80% 
AMI) 

966 

6% 


Families with 



, a ■ 1* „*• a, * 

children 




Elderly families 

563 

3% 


Families with 
Disabilities 

1317 

8% 


Race/ethnicity 

African-American 

99% 



Race/ethnicity 




Race/ethnicity 




Race/ethnicity 
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Housing Needs of Families on the Waiting List 

Qiaracteristics by 

Bedroom Size 
(Public Housing 

Only) 




IBR 

1,617 

10% 


2BR 

7,029 

44% 


3BR 

5,923 

37% 


4BR 

1,278 

8% 


5BR 

178 

1% 


5+BR 

22 

0% 


Is the waiting list closed (select one)? 1 | No 1X1 Yes 

If yes: 


How long has it been closed (# of months)? 23 months (since July 2001) 

Does the PHA expect to reopen the list in the PHA Plan year? ^ No FI Yes 

Does the PHA permit specific categories of families onto the waiting list, even if 
generally closed? ^ No I I Yes 


Housing Needs of Families on the Waiting List 

Waiting list type: (select one) 

0 Section 8 tenant-based assistance 
^ Public Housing 

D Combined Section 8 and Public Housing 

Q Public Housing Site-Based or sub-jurisdictional waiting list (optional) 

If used, identify which development/subjurisdiction: 


# of families 

% of total families 

Annual Turnover 

Waiting list total 

8,250 


564 

Extremely low 
income <=30% AMI 

6,270 

76% 


Very low income 
(>30% but <=50% 
AMI) 

1,650 

20% 


Low income 
(>50% but <80% 
AMI) 

330 

4% 


Families with 
children 




Elderly families 

549 

7% 


Families with 

1,721 

21% 



FY 2004 Annual Plan Page 8 

HUD 50075 
0MB Approval No 2577-023^ 
Empires. 03/31/2002 
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Housing Needs of Families on the Waiting List 

Disabilities 



‘ a ■ - 

Race/ethnicity 

African-American 

99% 



Race/ethnicity 



V •• 

Race/elhnicity 




Race/ethnicity 



f ■ 


Characteristics by 

Bedroom Size 
(Public Housing 

Only) 




IBR 

1,963 

24% 


2BR 

3,594 

44% 


3BR 

2,210 

27% 


4BR 

425 

5% 


5 BR 

51 

1% 


5+ BR 

7 

0% 


Is the waiting list closed (select one)? D No Q Yes See note below 

If yes: 

How long has it been closed (# of months)? 

Does the PHA expect to reopen the list in the PHA Plan year? O No CD Yes 
Does the PHA permit specific categories of families onto the waiting list, even if 
generally closed? No 1 1 Yes 


NOTE: In February 2003 all site-based waiting lists were closed except at the 
Guste High Rise. A waiting for the new Fischer Elderly units will be opened 
in the coming months. 

C. Strategy for Addressing Needs 

Provide a brief description of the PHA’s strategy for addressing the housing needs of families in the 
jurisdiction and on the waiting list IlN THE UPCOMING YEAR, and the Agency’s reasons for 
choosing this strategy. 

(1) Strategies 

Need: Shortage of affordable housing for all eligible populations 

Strategy ]. Maximize the number of affordable units available to the PHA within 
its current resources by: 


FY 2004 Annual Plan Page 9 


HUD 50075 
0MB Approval No 2577-0226 
Expires; 03/3J/2002 
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HOUSING AUTHORITY OF NEW ORLEANS 
POST-KATRINA FREQUENTLY ASKED QUESTIONS 

Hurricane Katrina’s devastation to the Gulf coast and the City of New Orleans caused 
severe distress for the low- income families servo! by the Housing Authority of New 
Orleans (HANO). These families were realizing the success of years of planning for the 
revitalization of the Agency’s deteriorated public housing portfolio. On August 29, 2005, 
HANO, led by the HUD installed Receiver Team, was in the midst of major 
redevelopment of five of its ten large conventional public housing sites. Two stalled 
HOPE VI programs at the Desire and St. Thomas public housing communities were 
moving forward and redevelopment work at three additional sites, Fischer Homes, 

Florida Homes and Guste Homes began in January 2005. 

In the immediate aftermath of Hurricane Katrina, HANO pursued its mission to provide 
housing for the City’s low income residents. Within a week, satellite offices were 
established in Dallas, Houston, and Atlanta to assist with the housing of evacuated 
families and other staff soon mobilized in Nerv Orleans to assess the damages to HANO 
properties. Within six weeks, construction was resumed at two of the fom sites under 
development at the time of the storm, and clean-up and minor repair efforts were initiated 
at other sites. 

HANO is working diligently to return its residents home to New Orleans and to continue 
to revitalize its housing stock. In doing so, it is hampered by the same things that 
challenge other businesses in New Orleans: the lack of adequate housing for its staff, 
limited utility availability in the City, damage to its office facilities making them 
temporarily unusable, and increased costs for construction materials. As HANO moves 
forward, it fi-equently encounters questions regarding the status of its programs and the 
time period for reopening its housing sites. Below are responses to these fi-equently 
asked questions. 

PRIOR TO HURRICANE KATRINA, HOW MANY PUBLIC HOUSING UNITS 
DID HANO MANAGE? 

Prior to Hurricane Katrina, HANO managed a total portfolio of 7,379 rental public 
housing units. These units included a combination of 10 large public housing 
conununities and over 700 scattered sites throughout the New Orleans community. Of 
these, 5,146 units were occupied. Many of the vacant units in HANO’s inventory were 
slated for demolition. 

PRIOR TO HURRICANE KATRINA, HOW MANY HOUSING CHOICE 
VOUCHERS DID HANO ADMINISTER? 

HANO had an allocation of 9,400 Housing Choice Vouchers pre Katrina, with 8,981 
vouchers utilized and another 700 issued to individuals searching for units. 


HOW MANY RESIDENTS WERE SERVED BY HANO PRIOR TO HURRICANE 
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KATRINA? 

Prior to Katrina, HANO provided housing to approximately 14,000 families (49,000 
individuals) through its public housing and housing choice voucher programs. 

WHAT WAS HAND'S REDEVELOPMENT STRATEGY PRIOR TO 
HURRICA NE KA TRINA ? 

Prior to Hurricane Katrina, HANO had embarked upon a massive redevelopment 
campaign to revitalize its deteriorating public housing portfolio. The HUD installed 
Receiver Team led the staff and a team of consultants to move forward two stalled HOPE 
VI programs at the Desire and St. Thomas public housing communities and began work 
on the redevelopment of three additional housing sites, Fischer Homes, Florida Homes 
and Guste Homes. 

The renewed investment at these five sites totaled approximately $700 million and 
included both privately developed and HANO developed projects. Funding for these 
projects included tax exempt bonds, low income housing tax credits, HOPE VI 
Demolition and Revitalization Grants, Capital Fund Programs, Affordable Housing 
Program grants, private debt, and City and State funding. Development plans included 
the constmction of public housing. Section 8 project-based, Low-Income Housing Tax 
Credit, market rate rental, and homeownership units for a total of 3,163 mixed-income 
units. 

In the three years prior to Hurricane Katrina, HANO completed redevelopment of 1,015 
housing units for a total investment of $ 1 86 million; another 69 1 units were under 
constmction when Katrina hit, representing $155 million in investment. HANO was also 
planning to develop another 1 ,457 mixed financed, mixed income units at key sites 

WHAT HAS HANO DONE TO LOCATE ITS PUBLIC HOUSING AND SECTION 
8 POPULATION? WHERE ARE THEY? 

HANO implemented several initiatives to locate its residents immediately following the 
hurricane. Staff was placed in Houston to establish a call center for residents and a 
database for tracking the locations and needs of those families. Other employees were 
placed in cities with large concentrations of HANO residents to work with the local 
public housing authorities to initiate an assessment process for HANO evacuees. Staff in 
areas such as Jackson, Atlanta and Dallas conducted resident assessments and briefings in 
an effort to locate HANO clients and to assist them with their needs. Resident 
information, complete with updated contact information, a needs assessment and plans 
for returning to New Orleans, is being tracked in a central database in New Orleans. 
HANO has also coordinated with HUD to track families that have been assisted by HUD 
and/or FEMA. To date, the KDHAP database reports that approximately 13,000 HANO 
clients have been assisted with the greater populations being in Texas, Louisiana and 
Georgia respectively. 

HANO has also established a process to assist families on their return visits to New 
Orleans to retrieve personal property as well as on their permanent return. 
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HOW MANY FAMILIES HA VE RETURNED TO THEIR PUBLIC HOUSING 
COMMUNITIES IN NEW ORLEANS? 

Approximately 876 public housing families have returned to their units at Guste, Fischer, 
St. Thomas and some scattered sites. The total manber of emergency vouchers (Katrina 
Disaster Housing Assistance Program & Disaster Voucher Program) that were issued is 
approximately 2,900 and 1,297 are leased up. 

Based on client assessments conducted by, the trend indicates that approximately 60% of 
hand’s public housing families plan to return. 

HOW MANY PUBLIC HOUSING COMMUNITIES WERE DAMAGED BY 
HURRICANE KATRINA? WHAT IS THE EXTENT OF THE DAMAGE? 

hand’s public housing inventory sustained varying degrees of damage, from minor to 
severe. St. Thomas (River Garden) in Uptown and Fischer on the West Bank received 
minor damage and no flooding. Iberville received moderate wind damage along with 
Guste in Central City and C. J. Peete where there was also minor flooding. Lafitte 
sustained flood damage, with water standing up to 12 inches in the units and B. W. 
Cooper sustained damage from as much as 24 inches of water. Mold hazards have 
infiltrated many of the units at Lafitte creating the need for hazard abatement. St. 

Bernard, Florida and Desire received significant flooding and sustained severe damage. 
Florida and Desire experienced complete devastation and based on preliminary reports 
may require complete demolition. 

HAND HAS A LOT OF OPEN SPACE AT ITS CONVENTIONAL SITES AND A 
LOT OF SCATTERED SITE VACANT PROPERTIES? WHY HASN'T HAND 
LETFEMA PUT TRAILERS ON THESE SITES FOR NEW ORLEANS 
RESIDENTS? 

HANG and HUD are working to identify sites that may be available for residents and are 
working to place FEMA trailers at Imperial for HAND staff. 

IS HAND CONTINUING TO TAKE APPLICA TIONS FOR ITS HOUSING 
PROGRAMS? 

HANG is not taking applications for its housing programs at this time. HANG is 
concentrating on getting families with leases an opportunity to return to their units. 

WHAT IS THE PLAN TO REOCCUPY PUBLIC HOUSING? 

HANG has begun the reoccupancy of its housing communities. HANG initiated 
reoccupancy at the sites that sustained the least amount of damage. Families began the 
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reoccupancy of St. Thomas, Fischer, Guste and Hendee Homes (a scattered site 
community) approximately fom weeks after the storm. The reoccupancy continues at 
these sites. Reoccupancy at the Iberville is taking place in a more 

strategic manner. HANO is making needed repairs at Iberville for reoccupancy by former 
HANO residents. Reoccupancy is occurring on a building by building basis. A small 
quadrant, approximately 300 units at BW Cooper, sustained no unit flooding and little 
wind damage. Staff is working to clean and repair those units and to develop cost 
estimates to repair the remaining flood damaged units. HANO is working 
on specifications to bid the repairs needed at Lafitte. St. Bernard, Florida and Desire 
public housing sites sustained severe damage and HANO is working to develop a plan to 
address the rebuilding of these communities. 

WHAT IS HANO DOING TO REPAIR/REBUILD ITS PUBLIC HOUSING 
COMMUNITIES? 

HANO developed a process shortly after Katrina to assess damages to its properties. 
HANO subsequently developed a priority listing of developments that would be cleaned 
and repaired for reoccupancy at the pre-Katrina levels, based on severity of damage. 

With in-house and contracted resources, HANO has completed repairs on approximately 
900 units at its conventional and scattered sites and is cleaning and repairing additional 
units at Iberville. Following the completion of Iberville, HANO will make repairs to 
units that were previously occupied at C. J. Peete, B.W. Cooper, and Lafitte. HANO has 
also worked with local contractors and utility providers to re-establish utilities at the sites 
in a prioritized maimer. 

HANO is also moving forward with development plans that were in place at the time the 
hurricane occurred. The agency anticipates submitting eight tax credit applications in the 
spring for projects that were in planning as well as additional scattered site developments 
to maximize funding that is being made available to parishes affected by Katrina. 
Development plans include completing the construction of 82 units at Guste and building 
an additional 167 on site and 100 offsite; completing 123 units under construction at 
Fischer and developing 76 homeownership units, 26 rental units and 22 lease to own 
units on the site; and completing an additional 872 units of mixed-use, mixed-income 
housing on and off site for St. Thomas. Additional plans are being made for the 
redevelopment of C. J. Peete and several scattered sites. 

WHERE ARE HANO’S NEW OFFICES IN NEW ORLEANS LOCATED? 

HANO’s administrative office is located at 4100 Touro Street, New Orleans, Louisiana 
70122. The Section 8 office is located at the Christopher Park Homes Community Center 
at 2000 Murl Street, New Orleans, LA 701 14, and the Maintenance/Management Office 
is located in the Lafitte Development Community Center. 
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Printer-friendly page from www.hud.gov 


Page 1 of 2 


This page is located on the U.S. Department of Housing and Urban Oeveiopment's Homes and Communities 
Web site at http;//www.hud.Qov/news/releBse.cfm?CONTENT=DrO6-066.cfm . 


Homes & 
Communities 

U.S. Department of Housing 
and UrUn Development 


News Release 


HUD No. 06-066 
Donna White 
(202) 708-0685 
www.hud,gov/news/ 


For Release 
Wednesday 
June 14, 2006 


HUD OUTLINES AGGRESSIVE PLAN TO BRING FAMILIES BACK TO NEW ORLEANS' 
PUBLIC HOUSING 

Plan includes having 2,000 units opened by August, raising voucher values to 
expand local rental opportunities 

NEW ORLEANS - Housing and Urban Development Secretary Aiphonso Jackson 
today unveiled the agency’s plan to accelerate the return of public housing families 
back to New Orleansl The plan includes rehabilitating and reopening about 1,000 
public housing units In the next 60 days, raising the value of HUD Disaster 
Vouchers, and redeveloping New Orleans public housing to bring better housing 
opportunities for families displaced by Hurricane Katrina. 

“President Bush said soon after Hurricane Katrina ravaged the city that he is 
committed to rebuilding the great city of New Orleans,” said Jackson on a 
teleconference in Washington. "We are making the President’s vision a reality with 
an innovative plan that will not only reopen nearly half of the city’s public housing, 
but also provide an economic and social renaissance to several New Orleans 
neighborhoods. 

There are currently about a 1,000 residents back in public housing units at 
Iberville, Guste, Fischer, River Garden (formerly St. Thomas) and Hendee Homes. 
The plan announced today will accelerate the cleanup and repair of additional units 
at these developments, which will ultimately mean the Housing Authority of New 
Orleans (HANO) reopening another 1,000 units by August. Rehabilitating these 
units will give nearly half - of the 5,000 families displaced last August an 
opportunity to return to New Orleans. 

Jackson also directed HANO to Increase the Fair Market Rate (FMR) in New Orleans 
by 35 percent. The increase should help create more rental housing opportunities 
for displaced families. FMRs, which HUD sets annually for communities, determine 
how much a voucher is worth in local communities. TT»is move Increases the value 
of HUD's Disaster Vouchers that are being given to displaced families. For 
example, the current FMR for a 2-bedroom apartment is set at $696. Applying the 
new payment standard will boost the voucher to $940. The same goes for other 
apartment s ranging from one to 4-bedrooms. 

“Any New Orleans voucher recipient or public housing resident will be welcomed 
home,” said Jackson. "Rebuilding and revitalizing public housing isn’t something 
that will be done overnight. We want to ensure the public housing of the future is 


hnp://\vww.hud.gov/ut3!iiies/print/prinl2.cfm?paee=80$‘^hilp%3A%2F%2Fw\\w%2Ehud... 8/6/2006 



228 


Printer-friendly page from www.hud.gov 


Page 2 of 2 


a source of pride for all residents of the city.” 

HUD will also use a mix of federal public housing funding HANG receives annually, 
as well as bond funds and Low Income Housing Tax Credits to redevelop C.3. 
Peete, B.W. Cooper, Lafitte and St. Bernard, which endured moderate to severe 
damage. The units will be demolished to make way tor a mixture of public 
housing, affordable rental housing and single-family homes. Two developments - 
Desire and Florida - suffered severe damage. HANG will continue to work with the 
developers of the Desire HGPE VI community as they work through the insurance 
and rebuilding process. Until these developments are finished, HUD will assist 
families from communities with a continuum of Disaster Vouchers, Section 8 

Vouchers, and Tenant Protection Vouchers that will continue to cover rent 

wherever they have relocated. 

HUD is the nation's housing agency committed to increasing homeownership, 
particularly among minorities; creating affordable housing opportunities for low- 
income Americans; and supporting the homeless, elderly, people with disabilities 
and people living with AIDS. The Department also promotes economic and 
community development, and enforces the nation's fair housing laws. More 
information about HUD and its programs is available on the Internet at 
www.hud.gov and espanol.hud.gov. 


### 


U.S. Department of Housinp and Urban Oeveiopment 
451 7(h Street. S.W.. Washington. DC 20410 

Telephone: {202) 708-1112 Find the address of a HUD office r>ea r. y ou 


hnp:/Avww.hud.gov/utilihes/print/print2.cfm?page=80$''@hup%3A%2F%2Fwn\'w%2Ehud... 8/6/2006 
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File# 1 0/1 8/2006 Page 49 of 80 
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William C. Thorson 
08/02/2006 10:29 PM 


To: Kedrin T. Simms/CIR/HHQ/HUDigiHUD 

cc: "Kevin Gallagher «kovinj._sall^h6f@hud.gov>, "Patricia Amaudo" 
<patrlda arnaudo^tid.gov>, Dominique G. 
Hom/PiWHHQ/HUD@HUD. Jeffrey Rj(Jdel/PIH/HHQ/HUD@HUD, C. 
Etonaid Bab©rs/FPM/FTW/HUD@HUD, Justh R. 
Ormsby/PlH/FTW/HUD@HUD 
Subject* Rs: Pubfic housing question^ 


PHAs typjc^y insure their stock with private insurers. There have been a number of PHA otigirrated 
companies aimed insuring PHAs (eg Housing Authority Risk Retention Group). 


The issue of rebuilding costs is swnewhat of a premature issue for HANO at tfie moment. And by the way, 
not sirr^ie. 


The stock was distressed and obsolete before the hurricane. The hiFricane only corrpounded a bad 
situation. fTior to the hurricane, hano embarked on a substantia redevelopment effort wider the H6 
progran, invotving Fisher, Guste, and Florida. This Involved demolition and redevelopment of the units h 
mixed income/mixed finance settings. 

After the hum'car>e, approximatdy 10CK) units were reoccupied. HUD/HANO determ'ned that another 
1000 nonflood impacted units could be repaired and occupied on a temporary basis pending further 
redevelopment efforts. In addition fo completing the exls(k>g H6, HANO submitted approximately 1 1 tax 
credit ^plications to develop for approxirrkately 300 units. At the same time. It was determfoed that there 
would be a complete redevelopment of CJ Peete. St Bernard, BW Cooper and LaRte. The first part of the 
process wiii be for HANO to apply for a^oval to demolish the approximately 3, BOO units (or 
approximatety 1/2 of the current HANO inventory of 7,000 units). Efforts are ur>defway to amend Ihe PHA 
Plan and submit the demo/dispo apps. After that, we wilt be doing RHF s for developers to submit 
prc^osats to redevelop the sit^ in a mixed income, mixed finance, deconcentrated manner. 


Now y(HJ know why I said the answer for HANO is not that single. I do believe that PDR did some 
extensive work on Katrina and may have Included more global answers to your questions. 


From the Big Easy, WCT 
Kedrin T. Sknms 


To: "Patricia Amaudo" «^atrlda^arnaudQ®hud.gov>, ‘Williain Thorson" 
<Vrtlliam_c._ttiofson@hud,9ov>, "Kevin Gallagher" 
<ievin_)._gaOaghef©hud.gov> 
cc: 

Sub}ect Public housing question 

Pat/BilL/KevIn: 

Quick question-how do public housing authorities insure their PH stock. IE how is it rebuilt after a 
hurricane? 

Do we have any numbers on the cost of rebuilding HANO or others afTected by Katrina and how was this 
funded? 

Thanks! 


01 . 


Kedrin T. Simms 
08A)2/20a6 04:28 PM 


Sen! from my BiackBerry Wreless Handheld 


HANO 012514 
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Jeffrey Riddel 


Jeffrey Riddel 
08/03/2006 06:37 PM 


To: William C, Thorson/PIH/HHQ/HUD@HUD 
cc: Dominique G. BlonyPIH/HHQ/HUD@HUD 
Subject; working draft of talking points 


Bill, 

PiT - there is a desire to have talking points for HUO/HANO use as well as for the LaRtte partners and 
City. Attached are my initial thoughts. Please provide arty thoughts/suggestbns/addition^deletlons/elc. 

Thanks. 

Jeff 


Jeffrey H. Riddel 

AcOng Director, Office of Capital Improvements 
US HUD 

Office of Public Housing investments 
451 7th Street, SW. Room 4130 
Wa^ington DC 20410 

phone: 202-708-0614, extension 7378 
fax: 202^01-2370 


Forwarded by Jeffrey RIddel/PIH/HHQAtUD on 08/03/2006 06:34 PM ~— 

Jeffrey Riddel To: ASolls@entetprisecominunily.org 

nB/ov?nnR nR“Ti pm Stephan C. OTl 0 fion>n/P/VHHQrtHUD@HUO, Domlncpue Q. 

u /woliuuo VO.O I riw Blom/PlH/HHQ«UD@HUD 

Subjed* working draft of talking points 
All. 

As I continue to think about Lafitte. attached below is my working draft of potential talking points, subject 
to further refinement. We will talk In the morning. 

Jeff 



Draff Talking Poonts.do 
Jeffrey H. Riddel 

Acting Director, Office of Capital Improvements 
US HUD 

Office of PubGc Housing Investments 
451 7th Street, SW. Room 4130 
Washington DC 20410 

phone: 202-708-0614, extension 7378 
fax: 202-401-2370 


HAND 012533 
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William C, Thoraon 
08/04/2006 02:26 PM 


To: Jeffrey Riddel/RH/HHQ/HUD@HUO 

cc: Dominique G. Biom/PiH/HHQ/HUD@HUD. C. Donald 

Babers/FPM/FTW/HUD@HUD, Justin R. Ormsby/PfH/FTW/HUD@HUD 
Subject Re: working draft of talking points^ 


t thnk we want to aUacK this more aggressively. 

Reac inspections are ass fellows: 0 out of 1 00 post l^trlna. 33 out of 1 00 in 2005 and 48 out of 1 00 In 
2(X13. Not sure why there was not score in 2004. 

i thnk as we move forward we need to use this knperical data to our advantage. Justh: Rease check 
with Raymond to fmd out if it had Lead. That would be an knportant toct but want to say It without 

evidence. Also, we might want to take photos o.f the woitt of the worst parts, p^'cutarly the interior, 
mold, pealing paint, old broken down kitchens. Rctures are worth a 1,000 words. Also got them copies erf 
the times/pic^ on the murders at Iberville, the idea beit>g that reopening lafite as before would create 
another iben/i!!e. 

also be careful on the numbers .if there are 600 units id it costs 60 miinon to repair, the per un3 cost of 

repair is relatively low. Shelley may have better, more robust numbers. 

Also, check the spelibg of Lafrtte. Does It have one or 2 T. Maybe I have been misspeliing H all this time, 
another one of my faults. 

As a result. I would be rTk>re fncTined to say something t8<e: 

Why demolish iafite. 

Lafite was built in 1941. it has received lidlomodemizatton over its lifeUme rendering the property 
aignlficanUy obsdete as to Its physical condition. HUD inspections have consistently rat^ this project 
in the substandard range, eg 0 out of 1 00 in 2006, 3 out of 100 in 2005 and 4B out erf 100 In 2003. 
Humcane Katrina made the physical condition of Lafite worse than it was before the hum'cane. Pnor 
to Katrina, it is conservatively estimated to cost $80 million to meet HUD's Uniform Physical Condition 
Standards, Including at least $20 million just to meet foc^ codes. The property Is also substantially 
obsolete as to design relative to the community. LKrte has over 800 units tor tow and very low income 
tomities on a sin^e site. The social and economic admosphere, including potential for crime and 
drugs, is not conducive to a healthy arto safe family environment, partlcutarty for chOcken. Were 
HANO to repair and repopulate Lafite, it would tikely be experiencing simSar crime related problems 
as is currently the case In Iberville. As you know, there have been 5 murders during the last 4 
mexiths. it is fortunate that no children were the victims of tols horror, yet. HANO. HUD and 
Providence/Enterpirse all believe the tinte to stop warehousing HAND tomilles In substandard 
conditions is now and that they deserve better. 

HAND'S redeveiopent plan caQs for a joint venture that would produce a substantial number of 
housing units includng 900 sid^sidzed units providing replacement housing that HANO can not now 
provide, in addition, the proposal would likely capitalize on private managment prevent some of the 
the past causes that ted to Lafetes deteriorated condition. 


Or words to that effect ! am not too fussy. 

The rest of the talking points regarding the proposal look fine to me. 
Hope that helps. 

WCT 


HANO 012532 
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C.J. Peete Housiog Development 


Pre- Hurricane Status 


The CJ, Peete site consists of two public housing sites with a total of 1,403 units, 
including 723 original units at LAl-2 and 680 units at IjM- 10. Over the past six yeais 
the 680 units at LA1>10 were demolished, leaving a cleared site that is ready fornew 
development. Prior to the huiricane, HUD had approved demolition of 202 of the 723 
units located at LAl-2. Many of the remaining 521 units are under state and/or federal 
protection for historic preservation. 

Only 144 of the remaining 723 units were occupied at the time Hurricane Katrina struck 
in August 2005. The remaining units were long-term vacancies. 

C J. Peete was selected as die next HANO site for rehabilitation. HANO had contracted 
with Perez APC to develop a land use plan for the entire CJ Peete site, with preliminary 
plans taking into consideration the restrictions of the Memorandum of Agreement with 
the SHPO and without these restrictions. These plans were nearing completion in August 
2005. 

Hurricane Damage 


As shown in the table below, CJ. Peete received moderate damage from Hurricane 
Katrina. 



Units 

Pf»( 8tnrm Conditmn 

Housing Units 

723 

Exterior damage: rooik; windovks and doors; flashing and 
trim; excessive debris, automobiles, attd garbage; damage 
to overhead electn’cal lines 

Tnierior damage i$ mimnul 

Comnrnnity Center 

NA 

Flooded to apj^oximate 18-incbes 

Interior flood daimee throuchoul 


Post-Hurncape Status 


Since the hurricane, the vacant property at CJ. Peete has become a prime location for 
retail and residential development. On a portion of the vacant property, HANO plans to 
develop 100 affordabic housing units. In April 2006 HANO submitted two LIHTC 
applications, each for 50 units. One ofthe sites will also include a community center. 

HANO has selected an architect for the site and is finalizing contract negotiations. 
Following execution of this contract, the architect will work with the SHPO to eliminate 
or reduce the restrictions placed on HANO by the MOA with SHPO. Once this is done, 


HANO - Preliminaiy Redevetopment Plan Pige 31 

April 2006 


HANO 010743 
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U. m. DCPARTMCNT OF HOUftINa AND URBAN DCVBLOFMCNT 

WA«HIN«TQN. O.e. 80410-0001 


THE SECRETARY 


October 3, 2006 


The Hohorable Barney Frank 
Ranking Member 
Committee on Financial Services 
U.S. House of Representatives 
Washington, DC 20515-6050 

Dear Representative Frank: 

Thank you for your letter of August 15, 2006, raising questions about the Department’s 
future plans for affordable housing in the city of New Orleans. Replies are enclosed to all of 
your questions. As you kncrw^, both public houfiing and the entire houshig stock across the 
Gulf Coast were severely impacted ^ the recent huiTioanes. Accordingly, the Housing 
Authority of New Orleans (HANO) has developed a multifaceted approach to redevelopment, 
new constRjctioQ, and aggressive use of vouchers in the private sector market to bring affordable 
housing units online as quickly as possible. 

HANO has developed a strong resident outreach program to communicate with its 
customers on both current conditions and future plans for housing. Former residents have 
received a letter and questionnaire to determine their individual circumstances so that those who 
want to come home will be able to do so. 

HANO and HUD are working together with local, state, and other federal agencies to 
provide as much coordination as possible in this large undertaking. The data and information 
enclosed will confirm that there are approximately 1,000 units of public housing currently in use 
and another 1,000 units in the process of being re-populated. Additionally, tax -credit projects, 
the restart of previously ‘‘under cpnstruction” project,. and the increase of Fair^Market Rent rates 
will contribute to the process of making more units available for residents who wish to move 
back to New Orleans. 


Tfi'&k“you for your interest and support for the rebuilding effort in New Orleans. 
Sincerely, 


' Alphonso Jackson 


Enclosure 


wwifJiud.gaT 


espaDoLlHid.gov 
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Response to 
Congressional Inquiry 
(Response In Bold) 


Deiftolition og Rales and City Approvifcl 

How will HANO/HUD comply with the Demolition or Disposition miles in the public 
housing proposal announced in the June 14, 2006, HUD press release? 


HANO wUI suhttoit deiooUUon/diapositioD applications in accotdknce the 
teqidretiients ol SecUon 18 of the United States Housing Act of t9y7, as amended, and 
related regutettons found under 24 CFR part 970. 


PuMlc Fardetpation 

What is HUD’S plan for engaging public housing residents in decisions that affect the future 
of public housing in New Orleans? 

The HUD Receiver Team meets regularly with the public housing leadenhip from all 
development sites. Residents are able to vol<^ their opinions and concerns r^arding 
agency plans for die future of public housing in New Orleans. HANO Is also schedidlng 
fortuns in Baton Rouge, Memphis, Dallas, Atlanta, and Houstoh to notify residents of 
redevelopment plans and activltim In New Orleans. 


Please tell us who we should be working with to ensure public participadoD. 

Interested parties may contact HANO’s CouununicadDns Department to gain 
infortnadoo on acdvldes that provide opportunItieB for resldebi participation and 
recent events that affect public housing residents. 


What means for public participation will HANO employ in developing the 2006 Public 
Housing Agency Plan? What is the date of the pubUc hearing? is the schedule for 

involving the Resident Advisory Board, other tenants, and community grcrups? 

HANO vriU make Its draft Public Housing Agency (PHA) Plan fbr Fiscai Year (FY) 
2007 av^able for 4£^ay public comment and conduct a public hearing to discuss the 
Plan. The Agency’s tmitative ttmelines call for posting the PHA Plan for pnbUc 
comment the week beginning October 16, 2005, and holding a series of Resident 
Advisory Board ^tAB) meetings during that interval. The public hearing is tentatively 
scheduled for December 6, 2006. 


HANO wiU make the PHA Han available for review by HANO tenants, citlzens^at- 
large, and coittmuhlly groups at its eastbmik and westhank fadlities and will also post 
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the Plan on the Agency *s website at www.HANO.org J Additionally* HANO staff will be 
available to coordinate with the RAlB members as they communicate and correspond 
with the tenants of their respective developments/councils concerning HANO*s PHA 
Plans. Comments and recommendations will be considered in preparing the final Plan 
for submission to HUD for approval. 


Public Housing and Helping Individuab Return to New Orleans 

When will HANO/HUD make affordable housing units available to public housing residents, 
and how many affordable units will it provide over the next 12 months? How many units 
will be affordable at 30% of adjusted income to residents with incomes below 30% AMI, 
50% AMI? 

As part of their joint mission, HANO and HUD are continuously working to make 
affordable housing units available to public housing residents. Over tbe course of the 
next 12 months (i.e.* by September 30* 2007)* a total of 205 affcrdable units will be 
constructed of which 142 will be public hoasing units. All 205 units will serve families 
at or below 60 percent AMI. Twenty of these units are already ondine at the Fischer 
site. 


Which units does HANO/HUD plan to bring on-line and when? Please provide us with the 
most recent comprehensive timetable for rehabilitation and re-occupancy for each 
development individually. 

The information requested is provided in the following table: 


PUBLIC HOUSING UNITS SCHEDULED FOR REHABILITATION & | 
REOCCUPANCY I 


PROJECT 

UNITS 

AVAILABLE 

FOR 

OCCUPANCY 
AS OF AUG. 

31, 200« 

UNITS 

AVAILABLE 

FOR 

OCCUPANCY 
BY SEPT. 30, 
2006 

UNITS 

AVAILABLE 

FOR 

OCCUPANCY 
BY DEC. 31, 
2006 

COMMENTS 

B. W. COOPER LAl- 
7 

0 

311 

311 

3 1 1 units ’are 
scheduled for 
repair by Sept. 

30, 2006. 
Although 
revitalization 
planning for 

B.W. Cooper is 
still imderway. 


2 
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PROJECT 

UNITS 

AVAILABLE 

FOR 

OCCUPANCY 
AS OF AUG. 

31, 2006 

UNTTS 

AVAILABLE 

FOR 

OCCUPANCY 
BY SEPT. 30, 
2006 

UNITS 

AVAILABLE 

FOR 

OCCUPANCY 
BY Dec. 31, 
2006 


FISCHER HOMES 

LA- 16 (LR) 

78 


0 

■ All remaining 

B units at Fischer 
B Low-Rise will 

B be demolished 

B to make way for 
B the next phases 

B ofFischer 

B redevelopment. 

RIVER GARDENS 

LAl-58 

78 

122 

122 

I 


109 

109 

187 

1 



■■■■■■ 


H 

TOTALS 

1,099 

1,936 




How many of the reopened units will be available in the long term to pre-Katrina residents? 

Of the 2,021 units re-opened by December 2006, a total of 411 ubits (311 at B.W. 
Cooper and 100 remaming units at Guste) will ultimately be removed to make way for 
the constnictioBi of replacement bousing. As referenced above, a total of 205 affordable 
units are scheduled to come on-line in the next 12 months, of which 142 will be pbblic 
housing units. Another 236 affordable units are scheduled to come on-line by 
December 2008, of which 174 will be public housing units. 


What critetia (e.g., percentage of units damaged beyond a certain amount'’extent to repair) is 
HANO/HUD using to decide whether to repair damaged units or to demolish them? 

As mentioned above, HANO is using tbe demolition criteria delineated under Section 18 
of the United States Housing Act of 1937, as amended, and related regulations found at 
24 CFR part 970. 


4 
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Will HANO/HUD formally commit to one-for-onc replacement of pfe-Katrina housing 
stock? 

Given the snbstantiai resource limitatioas, HAND cannot formally commit to one>for- 
one replacement of its pre-Katrina housing stock. However^ HANO will work closely 
with HUD, HANO residents, state and city goveraments, and business and community 
partners to maximize the replacement of its public housing stock. Toward that end, 
HUD recently approved a joint pubUc-prhrate venture that will ensure that the nearly 
900 families who once lived in Lafltte will have the opportunity to return to their 
neighborhood. HANO, Providence Commnnity Housing - the Oatholic post-Katrina 
initiative - and Enterprise Community Partners have formed an alliance to plan the 
redevelopment of the Lafitte site and the surrounding Treme, Tiilane and Gravier 
neighborhoods. Also, 8 of HANO’s 11 tax credit applications were recently funded 
under the 2006 Gulf Opportunity (GO) Zone program totaling 236 bousing units to be 
constructed by December 2008. HANO will continue to eipand upon these rebuilding 
efforts by working aggressively to leverage resources needed to provide replacement 
public housing in New Orieans. 


What is the current number of New Orleans residents who are voucher holders? 
Currently, there are 3,067 voucher holders being assisted by HANO. 


How many DVPs has HANO issued to residents? 

HANO has issued approximately 5,185 DVPs to residents. 


How many DVPs has HUD issued to former New Orleans public housing 
residents? 

HUD has issued 3,625 DVPs Co former New Orleans public bousing residents. 


How many DVPs has HUD issued to former HANO voucher participants? 


HUD has issued 9,239 DVPs to former HANO voucher participants. 



Former HANO 
Public Housing 
Residents 

Former HANO 

Voucher 

Participants 

How many voucher holders used their 
vouchers within HANO’s iurisdiction? 

555 

1,988 

How many widiin nei^boring PHAs? 

200 

ni 

How many within Louisiana? 

804 

2,984 
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I How many outside of Louisiana? I M?? I 4,416 


How many vouchers has HANO issued to families who have not leased up? 

As of this reporting, 2,128 vouchers have been issued to families that have not leased 
up. 


How many vouchers is HANO leasing up each month? 

Currently, HANO leases up approiimately 200 vouchers per month. 


What polices and/or fiorther assistance will HANO/HUD provide to voucher holders who are 
still attempting to iind suitable housing? 

As directed by HUD Secretary Alphonso Jackson, the Fair Market Rate OP'MR) in 
New Orleans was increased by 35 percent. The increase will help create more rental 
housing opportunities for displaced families. This move increased the value of HlJD*s 
Disaster Voochers that are being given to dispbced families. For example, the eurrent 
FMR for a two-bedroom apartment is set at S696. Applying the new payment standard 
will boost the voucher to $940. The same goes for other apartments ranging from one 
to four bedrooms. Also, HANO provides rental property listings to voucher program 
participants that are updated on a weekly basis. HANO*s Client Services Department 
provides relocation^ousing search assistance to residents by transporting them to view 
properties when transportation is an issue. Additionally, HAN0 works closely with and 
supports the efforts of its Landlord Advisory Committee to edui^ate landlords on HUD 
rules and regulations, as well as assisting where possible with rdsoiution of tenant 
issues. 


Voucher Payment Standard 

How will Hi^O/HUD deal with voucher participants who have already leased up and whose 
landlords desire more rent? 

Landlords with previously leased tenants are eligible for a rental increase at the one- 
year anniversary of the tenant’s contract Sixty days prior to the tenant’s anniversary, 
HANO will accept and begin processing requests for rental increases^ 


Will HANO/HUD approve a landlord’s request for reasonable increases in rent in a timely 
fashion? 

HANO is processing rent increases as expeditiously as possible. HUD anticipates that 
these requests will he addressed within a 3D-day time frame. 


6 



249 


10/05/2006 


10:13 FAX 202 225 4680 FINANCIAL SERVICES DEM 


0009/017 


Will HANO/HUD continue the policy of providing for an exception (i.e., increase) to the 
payment standard for people with disabilities that need the increased payment standard as a 
reasonable accommodation and advise voucher participants of that policy? 

HANOTS current payment standard, which is at 120 percent of the Fair Market Rents, 
equals the varianee aUowed for disabled families. However, HANO does have a policy 
that provides financial assistance for retrofitting units to accommodate disabled 
families. 


How wilj HANO/HUD notify people with disabilities that they may be able to get HUD 
approval for a higher public subsidy as a reasonable accommodation? 

HANO will continue its outreach to the disabled community through its various 
partner^ips with agencies that service the disabled community. Throu^ these 
partnerships, HANO will keep the disabled community advised of all available housing 
opportunities. 


Will HANO make administrative fee funds available for landlords to make units handicap 
accessible as it has done in the past? 

HANO currently has a policy that provide financial assistance for retrofitting units to 
accommodate disabled families. 


What action is HUD taking to ensure that disaster victims with vouchers can port to other 
PHAs? 

Voucher holders can port to any jurisdiction; we encourage thekn to port to PHAs that 
are administering the DVP program, which expands housing opportunities. 


Resident Survey Forms 

How is HANO/HUD tracking and communicating with displaced residents? 

In the aftermath of Hurricane Katrina, the HANO Client Services staff continues to 
work with residents who have returned to New Orleans and those who are current^ 
relocated in the major population centers of Atlanta, Baton Roiige, Dallas, and 
Houston. Specifically, staff worked to complete surv^s that gather^ current contact 
information for displaced residents, family composition profiles and the families’ self- 
described needs. These surveys were collected on-site at Federal Emergency 
Management Agency-sponsored Disaster Recovery Centers, local PHAs, by phone and 
on the HANO website. Additionally, HANO has also worked in conjunction with HUD 
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and FEMA to compile a list of current contact information for HANO residents. This 
list is updated on a monthly basis and has been used when HANO has sent information 
via mail to displaced residents. 


What response has HANO/HXID received regarding its resident survey forms, and what does 
it plan to do with this information? 

To date, HANO has received just over 8,^0 completed surveys from displaced 
residents. This accounting includes both public housing and Section 8 program 
participants. The information collected in the surveys is being put into a data bank and 
will be used to make contact with residents and to make referrals to appropriate service 
providers and agen^es In the cities where they are currently residing. HANO is 
working with the United Methodist Committee on Relief (UMCOR) to link with service 
providers and community partners, both in New Orleans and the aforementioned cities, 
to provide much needed assistance and services to its residents. 


How many of its former 5,146 public housing Emilies does HANO know how to reach? 
How many pre^Katrina Section 8 voucher holders docs HANO know how to reach? How 
many of these families want to return? 

HANO receives ongoing updates from HUD and FEMA that track and provide contact 
infonttation for more than 98 percent of foimer public housing and Section 8 program 
participants. Based on a sampling of completed surveys, an estimated 65 to 70 percent 
of the familiefi want to return to New Orleans. 


Tax Credit AbDlications 

What is the status of the pending GO Zone application and when will they be made available 
for viewing? 

Four applications were submitted in March 2006 for Reprocessing Applications and all 
were awarded. They include: Imperial 1, Imperial H, General Ogden, and MarUnt 
Royal projects. Seven applications were submitted in April 2006 for GO Zone funding 
and the following four were funded: C J Peete 1, Fischer IV Part 3, Guste HB, and 
Tchoupitdulas. Projects pending are Guste HA, Fischer IV FaH 5, and C J Peete H. 
While it is possible that these could be funded from the 2007 funds carried forwaril to 
make additional 2006 awards, it is not likely that these will be funded due to restrictions 
on multi-phased projects. All applicatious are available at HANO. 


What are the specifics oil how the $6,1 82,41 0 approved for New Orleans public housing will 
be spent for the construction of 271 units? 
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With r^ard to the applications submitted by HANOt a total of $4,720^53 was awarded 
by the Louisiana Housing Finance Authority for the construction of 236 aflordable 
units. The specific projects are listed in the response immediatdy above. 


It is our undeittanding that an additional 1 1 Low Income Housing Tax Credit Applications 
were filed by HANO with the Louisiana Housing Finance Authority to develop several 24- 
unit properties across the city, resulting in the construction of 361 units. Willthe361 units 
be public housing units? 

The applications filed by HANO are referenced in the earlier responses under this 
category. The requ^t was for a total of 361 units, but those 8 applications funded 
represent a total of 236 units, of whieh 174 are public housing uhits. 


Pyy and the Homeless 

What will happen to those who were homeless before the storms when the DVP ends if they 
would not Ordinarily qualify for Section 8 assistance of Public Housing? 

Under the DVP, all participants will have the opportunity to go back to the programs in 
which they participated at the time of the storm. 


Funds Available to HANO to Rebuild Public Housing 

What is HAND'S current budget and how does it plan to use available funds to open up 
public housing units immediately for residents to return? 

HANO is currently in the process of preparing an appUcation/pflan to HUD for 
authorization to use the funding flexibill^ under Section 901 of the 2006 Emergency 
Supplemental Appropriations Act. Section 901 provides bousing authorities located in 
areas most beavify impacted by Hurricane Katrina and Rita with the opportunity to 
combine and flexibly use their Operating, Capital, and Housing Choice Voucher funds 
for the purpose of assisting famiUes who were receiving housing assistance prior to the 
hurricanes and were displaced from their housing by the hurricanes. Consistent with 
HUD guidance, HANO^s Section 901 Fungibility Plan will d^ribe the sources and uses 
of funds with a description of units to be renovated, repaired, or built and 
administrative functions to be undertakes. HANO’s Section 901 Fungibility Plan will 
be completed within the next 3 weeks. 


Accessible Units for the Disabled 

How many units are available for residents with disabilities as of June 25, 2006? 

As of June 25, 2006, there were approximately 168 units available for residents with 
disablUties. Since then, another two accessible units were added to the inventoiy with 
the opening of the Fischer I units. 
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What is HAND’S plan to fully comply with Section 504 of the Rehabilitation Act of 1973’s 
requirement that 5% of new construction and projects undergoing substantial alterations be 
accessible for residents with mobility impairments? 

HANO wiU fully comply with Secdoo 504 of Che Rehabilitation Act of 1973 by 
incorporating a minimiun of 5 percent accessible units for residents with mobility 
impainnents. 
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RECOMMENDATIONS FOR PREVENTING HUMAN RIGHTS ABUSES IN THE 
RECONSTRUCTION OF THE HURRICANE-DAMAGED GULF COAST REGION 
OF THE UNITED STATES 


Background 

The reconstruction of the Gulf Coast region is being governed by the Stafford Act, the inadequacies of 
which are profoundly evident as hundreds of thousands of Gulf Coast residents, who are 
predominantly African American and poor, remain displaced sixteen months after Hurricane Katrina. 
Governmental actions, pursuant to the Stafford Act, have worsened the crisis of displacement by 
evicting internally displaced Gulf Coast residents from temporary shelter and arbitrarily denying 
housing to displaced residents. The U.S. Department of Housing and Urban Development plans to 
demolish 70% of the public housing units in New Orleans, Louisiana — several of which sustained little 
or no damage from the hurricane — which exacerbates the housing crisis for approximately 5,000 
families. Louisiana residents have been subjected to a flawed federally-funded governmental program, 
known as “The Road Home,” which establishes a confusing and inefficient application process for 
homeowners to receive inadequate repair/reconstruction grants, and offers ineffective support for the 
majority of New Orleans residents who are renters. 

There has been no action by the U.S. Department of Justice (“DOJ”) to launch a comprehensive 
investigation into the abusive treatment of hurricane evacuees by law enforcement and military 
personnel, which has been documented by non-govemmental organizations as well as local 
governmental authorities. Similarly, DOJ has not protected reconstruction workers from abuse, 
exploitation, and discrimination by governmental contractors. 

The response of governmental authorities to the dire need for rebuilding and staffing public schools 
and healthcare facilities has been woefully deficient. Hurricane-related environmental impacts, such as 
toxic mold, arsenic contamination of soil, and debris disposal, have been inadequately addressed by tbe 
U.S. Environmental Protection Agency. Governmental inaction on these issues creates severe and 
negative consequences for public health and quality of life for Gulf Coast residents. 

The lack of adequate housing, healthcare, schools, and environmental protection for displaced Gulf 
Coast residents, who are predominantly African American, and the abusive treatment of hurricane 
evacuees and reconstruction workers, who are predominantly people of color, constitute a denial of 
human rights protections by governmental authorities that must be corrected by implementing human 
rights standards, as called for by the United Nations’ Human Rights Committee in the “United States 
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of America Concluding Observations,” 87*'' Session, July 10-28, 2006. 

Role of the State Department 

The U.S. State Department has a critical role in guiding the reconstruction of the Gulf Coast region by 
calling on governmental authorities to implement the United Nations Guiding Principles on Internal 
Displacement, which have been endorsed by the State Department “as a useful framework for dealing 
with internal displacement.” (USAID Assistance to Internally Displaced Persons Policy, PD-ACA-558, 
Oct. 2004, pp. 1-2, 6). 

On October 2004, the State Department’s Agency for International Development established the 
Assistance to Internally Displaced Persons Policy. This policy expresses the U.S. government’s 
commitment to protecting the human rights of populations displaced by man-made or natural disasters 
with the recognition that “[interaally displaced people (“IDPs”)] are among the world’s most 
vulnerable populations” (Id. at p. 3) because, similar to the situation of internally displaced Gulf Coast 
residents, IDPs: 

• have no special legal status and no protection under international law 

• are subjected to governmental restrictions on humanitarian assistance & long-term development 
aid 

• are uprooted multiple times for years 

• who are women and children are subjected to abuse and neglect 

• return to destroyed homes and towns, hostile local officials, and face obstacles to returning 
home, and 

• suffer prolonged displacement which sets back progress in education, healthcare, infrastructure, 
& local governance. 

(Id. at p. 3). 

This policy repeatedly expresses the U.S. government’s commitment to protecting the human rights of 
IDPs, and lays out a plan of action, pursuant to this commitment and the United Nations ' Guiding 
Principles on Internal Displacement, that involves the following: 

Humanitarian Assistance 

• Provide housing, food, water, sanitation systems, and healthcare 

• Provide access to education, training, microcredit, legal documents, trauma counseling, 
assistance in locating families, and support to improve self-reliance 

Return and Transition Assistance 

• Provide transportation to return home 

• Help to reclaim land and rebuild houses and businesses 

• Support to establish accountable local governance and stronger civil society 

• Safeguard the rights of female-headed households 
Long-Term Development Assistance 

• Constmct infrastructure, health systems, and schools 

• Develop modes of transportation and transportation routes 

• Support access to vocational training and business loans 
(Id. at p. 7). 

As discussed above, governmental actions regarding the treatment of interaally displaced Gulf Coast 
residents have been contrary to the State Department’s human rights policy for internally displaced 
persons, as well as the United Nations ' Guiding Principles on Internal Displacement. 
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Conclusion 


The written response to the United Nations Human Rights Committee’s Concluding Observations by 
the U.S. Mission to Geneva (a delegation whose members included representatives of the U.S. State 
Department and Department of Justice) recognizes that human rights issues involved in the continuing 
aftermath of Hurricane Katrina are within the competence of the U.N. Human Rights Committee’s 
review of the U.S. government’s compliance with the International Covenant on Civil and Political 
Rights. The U.S. Mission acknowledges that the aftermath of Hurricane Katrina, among other issues, 
is a matter under “active consideration ... by federal and state courts under U.S. law, and by 
agencies.” Further, the U.S. Mission asserts that it is “happy to examine the Committee’s views 
closely and draw any appropriate conclusions from them.” 

While we commend the U.S. governmental representatives for their response, it is imperative that 
direct action is immediately taken to implement the United Nations' Guiding Principles on Internal 
Displacement in order to protect the human rights of Gulf Coast residents and ensure compliance with 
the International Covenant on Civil and Political Rights. 
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"Shelley Smith" 
<68milh@hano.org> 

07/25«30607:0&PM 


To; <wiHiam__c._&iorson@hud.gov> 

cc; <c.donald_b8bers@hud.gov>. <jusl3n_r._otTnsby@hud.gov>» •Kelly 
Gardner* <Kgardner@hano.Org>, "Judith Moran" <Jmoran@hano,org>. 
"Dorian Rawles* <drawles@hano.org>, "Valerie Brown" 
<vbrown@hano,Ofg> 

Sut^ed: RE: Demo Game Plan 


Here's (he revised Agency Plan schedule which lakes us to a September 22nd HUD submission date and 
then assumes an October 23rd (30 day) plan approval from HUD. I have coordinated these reused dates 
with Judith and the key milestones will be reflected in the revised gant chart that is forthcoming. 

The pending areas of concern with regard to the Agency Plan are: completing the CFP/RHF 5-year 
funding projecllons and corresponding action plans; and completing the mandatory conversion preliminary 
assessment. We also need to discuss your concerns reg»‘ding the proposed definition of siAtantial 
devetion. Tom Ellas of NH assisted with the substanilal deviation definition and is available at your 
convenience to jCHn us by conference call. 

Thanks, 

Shelley 


— Original Message — 

From: wl!!iam_c_thorson@hud.gov [mailto:wllllam_c._thor 50 n@hud.gov] 
Sent: Friday, July 21, 2006 1:45 PM 
To: Shelley ^ith; Judith Moran 

Cc; c.donald^babcrs@hud.gov; justin_r._ormsby@hud. 90 v 
Subject: Demo Garr>e Plan 


Can we do a new gant chart monday or rucsday at latest? 

Forwarded by William C Thorson/PIH/HHQ/IIUD on 07.^1/2006 01:42 PM - — 


WilHam CThorsott 

To: Orlando J. 

Cabrera/Pm/HHQ/HUt)@HUD 
07/2 01:42 cc: C. Donald 

PM B3bcis/FPM/FTW/tfUD@HUD 

Subject: Demo Came Plan 

Don mentioned about that you didn't remember seeing the demo schedule. I sent this 6/2. 
1 am certain Judith prepared a gant chart as we discussed which was a little more refined 
than below. I cn't locate it at the moment, Lotus Notes doesn't always list all of the docs 
in All Documents. 1 though 1 sent that to you as well. 

We are a little off at the moment and will revise the schedule early next week and sent a 
new gant chart. 


HAND 010992 
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The biggesi obstacle is the PHA Plan that requires us to post it for 45 days, have meetings 
with the resident groups and the public. Following that, we can send it to the field office 
for approval. We also have to go to the SAC. 

The public/Resident portion of the process is the most controver.sial not to mention time 
consuming. It would be nice if we could by pass the public portion of the PHA plan 
process and just do the amendment and be done. Wecould cut 2 months off the process. 

If there was a way to do that, it would be swell. 1 did talk to Bessy and she was not 
encouraging. 

We arc working on the demo app simultaneously. The critical piece is the justification. 
Given the suit, I can pretty much guarantee the plant) ffs will go over the justification with 
a fine tooth comb, so it has to be good and it has to be light. We are nearly finished going 
through that process and we will submit it to the SAC as soon as it is done. Ainais can 
look at and be ready to approve immediately when we come with the final pieces (eg 
approved pha plan, letter from the mayor. 

WCT 

Forwarded by WiUianiC.Tborson/PrH/HHQmUDon07.'2t/200S0ltJ3 PM 


WUliam C. Thorson 

To; OrUodo J. 

CabjCTa/PlHmHQ/HUD@HUD 
06/02.7006 06:38 cc: 

PM Subject: Demo Game Phn 

Below is a list of key data points and dates to give a sense of how long it would take us to 
get a demo done. There are some time frames, I am not 100% confident on (design 
phase), but too a rough educated guess. We do have a multiple award A/E IQC so we 
save a lot of time there. 

Multiple demo apps at the same time would take a little more time, but not much 

Keep in mind that we would have to amend the PHA plan which requires a public 
meeting. Also requires a letter from the mayor. 

I am assuming that we would do tasks concurrently where possible, this would cut the 
time frame. I would also assume we bypass the field office. 

I would further recommend we import Ainars Rodins, Director of the SAC. He would 
come here and make .sure the app is perfect the first lime, cany it back to his slaffin 
Chicago, then see that it gets speedy service. Norma] SAC processing time is 100 days. 
Since we will be doing tasks concurrently this is not a problem. 

Demolition Life Cycle 


HANO 010993 
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vmrm staiies oisroicr coxjbt for 

THE EASTERN DISTRICT OF LOUISIANA 

) 

PJamtifS, ) CIVIL ACTKH<NaOA-3298 

) SECTHW'B” 

) JUDGE LEMELLE 

\ MAGISTRATES 
Defendants. ^ MAG.CHASE35 

DECLARATION OF DAVIP MARTINET 


YOLANDA ANDERSON, et aL, 

V. 

ALRHONSO JACKSON, et aL, 


1, David Mattiwz, deciaire as foOows: 

1. ItHnaficraffledmoMassessotfeiKlsaltant. My wfe, Mana, and 1 feanded and have 
oimedlitertinezEavircaBDenfet Survey LLCsmeo 2001. The feusmessisrepsteed asa 
tninodty womatt-owned basiness. Wc have penfoimed over 500 saoM assessaeats and 
caBuhalions, maiw of those in the New Orleans area since October 20(S. 

2. I was retaioediv PlaiBtiI& 'otAndmon v. Jackson, to provide a rnoIdasscsaDaot of 
public hoosiDg uniis in New Olieans post-Hnrricane Katrina. 

3. Dunttg the week of October f$, 2006,1 visoally surveyed 133 aparttnott units in fbur 
New Orleans puWic housing projects: Lafilte, C.J. Peetc, B. V, Cooper and St Betnatd. 
These surveys were pet fonu ed to randomly assess any mold or water danage rnSiin 
tndividQal apffllinait units. These assessnents consisted of a visual impeedan of csdt 
site wife mold saii^iing consisting of surfece and wall cavity aampte in shss feat had 
visible medd or vrere suspected of having hidden mold contamioatibn. 


01/05 
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W NEW ORL&V^ 


PAGE 


4. Visual inspections coisist of ph^sifiaUy looking for visible tnold growflis or signs 

of bidden mold amfemiaation and/or water damage leading to growA- SixCeen 

sorioce MmplM and two wall cavity samples were collected to conjSnn toe presi^c^ or 
absmce of mold spores. The typ« of mold as well as thdrintonsity levels will <fetomune 
d^remediatioD scope of work for any mold remediation of tbose shes vtoicti may have 
Btold ^>Qre contamfratkai. Mold teroc<jSatMm may not be necessary la sites not 
contaminated or of itonnal moisture contont and acceptable levels of medd spore content 
Tbc following are my preliminary fmdzogs: 

Lafitte * 40 carts sarveved 

5. Inspection oftbe wall CQo^iuctioatediisqDes and materials revealed to&t there am no 
o^aniematerals within the w^lts of this project Otganic materials would susteintoe 
presence and growth of any naold spores when moistme penetrates toe walls. Flood 
water iotnided to approximately 2** in toe units surveyed affecting oiiiy toe wooden 
baseboards and flooring. The units vme weD ventilated and secured by steel Gratters. 
Vendlation reduces the opportunity for mold spore ampliiicadon or growth. 

6. The great m^c^ty of the units had no visiUe mold growtos and the mold that did eppear 

00 a minimal number ofwalls is anticipated to be a analyzed as a common allergexL Tbis 
allergen has ampltfled due to the cmeontrolled climate in these units over toe past year. 
The dirt, grease, ransacked personal effects, other organic matter and humkhty in the 
units is sustamiRg the mold gtowto. There was no mold observed untbr toe severd 
of vinyl floor tiles toot have lifted due to flooding in some apmimemts. Active 
condensation, blistered and peeling |aint also is an uidication of imconholled high 


02/05 


2 



260 


10/24/2B0G 19:31 S045917179 


W CRLEi^ 


PftSE 03/05 


htltnidily wflhin ll» past year and poor onjoing tnaintaiaace pte-Katrina. 

7. MoMremaSatooffbese units would be mninnal consisting m^yofhoasedeaaiBg 
and sanitisiug die loom sutiaces. Occopaiuiy of these units could be iintnedlale. 

dJ. r««ae - M tMWstaweyed 

S. BuildiiigtnMnials and cottsmiction are similar to die Lafitteprqectwidi no otgmuc 
matter within the walls able to sustain any bidden mold growdi. Hood waters did not 
enter diese anha. dtetefixe no bidden mold damage resulting horn die Hood is su^iected 
and DO wall cavity sampies were coflected. Surfece samples were collected to confirm 
visaaiabsmvatioiBof H^moldgiowdion smne walls. 

9. Acdve condensate due mldgb uncontrolled bnmitSty appeared to be da source of 
minimBl smiaee mold contaminadoa on a small number of walls. The suo&ce mold diat 
B{^)eatcd in these units is suspected to be a common allergen being sustained the oiganic 
matter in die ditt, grease, rausadfed petsmiai ^cts, odier organic matter and homidity in 
the units. 


10 . Several apartments tgipeared ready for move-ln as diey bad fieshpaim and new fioots. 
The balance of the project may be made immediatdy habitable simply by housechaidiig 
and ronitMng the room surfaem. 


B.W. C(>onCT -SSamltssnrveved 

1 1, WatCT intruded to the baseboard level, therefore a wall cavity sanqile and odiet surface 
samples were collected to assess any potendal bidden mold growths. 
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12. WeH over halfdie units surveyed ^^>cafed to have no visible surface mold Floor 
covermgs were liKu^ due to flooding end standing water in some units Is due to open 
windows and doors. 

13. These amts can be ca^y and <{UickIy cleaned sod samdzsd to allow ^ immediste 
oocupancy . 


Si* J^raard - 44Bsatsjigfm^ 


H. Water blrtKted to the 3.5 toot level t he te foie water damage to the lowct floor’^s contents 
was extenave. Ftowever, second and third stray floors and ceilings were in very good 
condItioD. The surtoce mold and peeling^ bii^ered paint only occurred in a small 
percent^ of toe tmhs. Active rooftop due to rotted roof decking causing some ceilsog 
damage occurred in three of dK units surveyed, 

15. TIk eoviroQBK^tal cmidition of these buikto:^ is good and can be unproved tor 
temediatc occt^jaacy simply by clearing the units of all debris and sanitizing toe room 
surfeces of the second and toird story^. First flo^ units may need minor floor repairs. 

1 6 . In conclusion, (he great nugority of toe units in these four bousii^ projects can be T»qd f 
envirotunentaBy safe and utunedistely habitable with minor repairs mdncflng; windows 
with clinic control (heating and air conditioalng), minor floor repm cm toe flooded 
lower floors, clearing of household d^s and surface saniti^g of walls, floors and 
clings. 


04/05 
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I <Jectffi« imda poialty^ of peijiiiy, and porsosm to U.Sil § 1746t1bat(hefineg(iiiigis 
troe add oomcL 

Eiteoited on October _23_^ 20)6 
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10/24/2006 


19:34 5045817179 


W NEW ORLEflNS 


PftQE 01/83 


BNTTED STATES DlSTSICr COURT FOR 
THE EAST'ERH BISTRICT OF LOIHSUNA 


YOLANDA ANDERSON, rt al.. 


ALJHONSO JACKSON, «t si. 


PlsioHS, ) CrVU, ACTION NO. 06-3298 


) 


Defhldaxits. 


section “B" 
JUDGE LEMBCiE 

MAGISTEATES 

MAG.CHAS®i5 


PECLAR ATTON OF JOHN E. FFTWANPlg: 

I, E. Pemtndez, declare as foUovs: 

!. I sm an Assedate Ptafessot of Atddcechns, EcnltF member sf die Dqianment cf 
Arefaitecaire, BtiSdicg Teebnoiasy Fmgresi, at the Missacimsetts Retllute of 
TeelmeloEy. My expettisc is in die liireycje petifonaance and can^wsidea ef ffisteriak 
used Ibr bniliHnes. I Itave been eoadnctrng rcseai^ publishing and teadling at MIT 
smc= 1999. 1 omi registeted srdBteoc in the Slate ef New Yoik and lave a Bschdet 
Oegrec iinm MIT (1986, Department ef Atchiteoture) and a Master ef Arebiteeturc item 
Princetun Ucireisity (1 989, Scfaod of .Arshitestere). 

2. These prdiminiuy Endings are the tssuil of my assessment of jndiUc housing units in 
Nhw (Meaca eosdtaaed doting the five day period, October 16 to 20, 2006, My 
omsuBant services In the produetion of this marasment wero eemmasioned by to 
FlantdETin the case of Andean, et al v, Jactson, et al. 

3 . Tbs ini^don of the survey was to identify damage to both to hidldings azid indtvidoai 
rosideodel nnits that can be direslly aaributolc to Kurricona Katrina. The fiicQS of sty 
survey was to asstecicrt of to ph)eical structure and aheU of to buildings and the 
inierior conditions of therasiddiliat.aiuts theiOBelves. 

4. 1 conducted a visual survey of 140 onits in four public housing ptejeetK Laihte. CJ. pets, 
B.W. Copper, and St Bemard. 


6. My inspection and assessment found that no structurni or nonstractund damage was 
found that would reasonably waraat any cost-effeudve building deadittoos. While 1 
found a range of Ksirina-reioted damage to these buildings, I did not find any conditions 
in which to integrity of the smteturo and eaeiiof envtiope of to boMngs or to 
interior conditiims of residential units themselves could not bo biou^ to soft and livable 
conditions widi relatively minor iuvesimeat 
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10/24/2266 


19:34 5045317176 W NEW a^E«4S PA(S 02/03 


5* I also found rfjat dwre was only a niiiiimoin us« of ceUnlose-basdd materiah ftvood in 
rough opcnm^ aod bascbomis acd paper fn the rare use of gypsum wall board for 
exsanple). Tbis laci: of organic romcriai signiScanlly aided in the very low irwidence of 
UiOistBPc rotaiHon ifl &e waiii and floors oflhc buildings. 

7. LaFiac; I &und damage at L^itc to be mwor and coa^isttd primaiSy of dimago to 
windows and doors win^ and interior daroage from Srst fioor floodbg. I 

found DO daroage to the jtrucaurc. The biidk masojjry is b good condidoii, sbowmg no 
signs of Katrina-relatcd d&xtage. Roof damage in sevsi^ boildmgs can bo easily re^sir^. 
Many ooitR cmly lequxre thorough cleaning to achieve safe and livable conditions. Sev^l 
unifs T inspected arc oasemiaily in "soovc-ia” condition 

S. C.J. Pdc: I found the feunditioo, bride masonry wall and loofe of buildings at CJ, Feta 
to be and re^ei^le. Despild missing wrodows end the msoy boles 

in the rooE^ 1 did not see wide^ncad water dam^ to units whhtn. Many units are in 
good cofldidotL S<wcfd I inspectW are easemtiaUy in ’‘move-in" cotw^on, upon diorough 
^ceninB and some repair m windows. Mom Intenor surfeccs of uisite iwjuire only minor 
plasrtcr patching, baseboard rcpteccmeoi and panting. However, vandaKsin and theft is 
and die buildings need to be secured to prevent farther dennage. 

9. B.W. Cooper: My inspecticn of B.W. Cooper shows that these boildings resisted damage 
ftcan Ratrins quite I fouod &e ibuodatioOf stuctuic, octetiof wsR and roof to be 
si^stsntialiy intact. The units experienced only minor damage cornmcnsunire with the 
Icvd of flooding in ibe interior. In first- floor units damage firom fioodiag reqniics 
replftoaawd portions flooring, wood bssebcards, plaster walls, deotderi sodeets 
and wiring to achieve a safe sod Uvabie conditioii. Is upper tirits, ntinor r^ahs and ' 
thorough cleaning alone is reqoirod. 

10. St. Beaianl: 2 found the foundetton and bririt masonry of St Bernard to be in good 
conation. However, foe ioo& of many btuldicgs are dai^gcd ond are resulting in water 
entering foe units below. Hhs damage can be essfiy repaired. First floor units that wes© 
flooded ro;pxiFe renovation to o^laceporticms of baseboards, plaster wslU, c eiling, and 
eldctricri wiring. ( found second and foird floor iznlt5 u be in good condition. Sevo^ of 
focse units w«o ixi very good "move-in’* condltiorv req ui r i ng cmly a foorou^ 

Those with wafer damage from above T«juire some rqpiacgroe a t of ceiliz^ nod flooring 
inatcriris. 

11. Prdiminaiy general conclusions fori pertain to all four housing proiecia can be arrived at 
because of the followitig detenniniag factors; all four projects were construcrod of 
essentirily foe same tnatetiBia in the strocuirel and nonstructur&l portimis of foe buddings, 
fill four projeew w^o simitarfy planned in long blodts of units wifo. interspesed. 
courtyards^ and damage to units m sij projects was primarily dap^ident on the jswcnce 
of flooding in the unit 


i2. Tbereforo, tfec general condusioru are; dcinolicon of any of foe buildings of these four 
projects is irot supported by foe wideacc of Ihe survey, replacement of these Imildlags 
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10/24/2036 


19:34 5045817X79 


W ^0/ QR-EANS 


PAGE 03/33 


>#ith conicmponry consiraction would yield buildings of lowtr quality and shorter 
Uftcime dmation, ^ origtfial cott«rw:tion methods and materials of tfccwj ejects arc ftr 
snpcftoi in ihar resistance to hmriesane cooditioas toi typi^ new constnKtfon, snd 
vrith renovation and r^dlor matnt«aanct» tins lifetimes of the bmidm^ in all four projects 
promiso decidef of contiiiued service ihu may bo e^temUd tndefimtdy. 

Idficto under penalty ofpttjtiry, and pursuant to28IJ.$.G. § 1 746, thai Ac foregoing Is 

tme and contet. 


Executed oD October , 20(^ 



Aasockte Profossor 
MassacheseOs li^tuto of Tcdmology 


i 
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NATIONAL TRUST 

/i'HlSTOKIC PKESEKVATION- 


Protecting the Irreplaceable" 

Richard Moe 
President 


December 6, 2006 

The Honorable Alphonso Jackson 
Secretary 

U.S. Department of Housing and Urban Development 
451 7th St. SW, Suite 10226 
Washington, DC 20410 
Fax 202-708-6092 


Dear Secretary Jackson: 

Section 1 06 of the National Historic Preservation Act of 1 966 sets forth a rational process to 
consider the impacts of federal actions upon historic resources. At no time is this process more important 
than right now as your department and the Housing Authority of New Orleans consider the 
redevelopment of four public housing development in New Orleans. The Louisiana State Historic 
Preservation Office has determined that the l^fitte, C.J. Peete, B. W. Cooper, and St. Bernard housing 
developments are eligible for listing in the National Register of Historic Places. Therefore, the provisions 
of Section 106 apply. 

The National Trust for Historic Preservation urges you to utilize the Section 1 06 process to 
explore the benefits of re-using these buildings as a cost-effective means of providing affordable housing 
in a timely fashion to the citizens of New Orleans. 

Hurricanes Katrina and Rita and their aftermath have caused the loss of thousands of homes in the 
Gulf Coast, and we are threatened with the loss of thousands more unless we carefully explore 
alternatives to wholesale demolitions, which is so often the first impulse. 

Safe, sanitary, attractive and affordable housing is in short supply in New Orleans right now. 
Creative re-use of existing resources will go a long way to meeting a need so critical to the city's 
recovery. 

The National Trust, including Walter Gallas, Director of our New Orleans Field Office, stand 
ready to assist you in this review in all appropriate ways. 



RM:wg;tra 


cc: 


John Nau, Chairman, Advisory Council on Historic Preservation 

John Fowler, Executive Director, Advisory Council on Historic Preservation 

C. Donald Babers, HANO Commisssioner 

William Thorson, HANO Executive Administrator 

Ray Nagin, Mayor, City of New Orleans 


i Recipient of the National 
r Humanitiet Medal 


1785 MASSACHUSETTS AVENUE, NW .WASHINGTON, DC 20036 
202.588.6000 .FAX; 202.588.6038 .Tnr: 202.588.6200 .WWW.NATIONALTRUST.ORG 
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I National Low Income 
Housing Coalitton 


Dedicated solely to ending America ’s 
affordable housing crisis 


Testimony of Sbeila Crowley, MSW, Ph.D. 
President of the National Low Income Housing Coalition 
presented to the 
Financial Services Committee 
United States House of Representatives 
February 6, 2007 


Chairman Frank, Ranking Member Bachus, and Members of the Committee, thank you 
for the opportunity to testify today about the housing circumstances of low income people whose 
homes were damaged or destroyed in the 2005 Gulf Coast hurricanes. 

I am Sheila Crowley, President of the National Low Income Housing Coalition; our 
members include non-profit housing providers, homeless service providers, fair housing 
organizations, state and local housing coalitions, public housing agencies, private developers and 
property owners, housing researchers, local and state government agencies, faith-based 
organizations, residents of public and assisted housing and their organizations, and concerned 
citizens. The National Low Income Housing Coalition does not represent any sector of the 
housing industry. Rather, NLIHC works only on behalf of and with low income people who need 
safe, decent, and affordable housing, especially those with the most serious housing problems. 

It is important to note at the outset that the scope of the housing crisis that occurred after 
the hurricanes is vast and the problems with the response are numerous and difficult. My 
testimony coupled with that of my fellow witnesses will just begin to inform you of the 
magnitude of the task we face as a nation. That task is to “do what it takes,” in the President’s 
words, to rebuild the lives, homes, and communities that were shattered by Hurricanes Katrina 
and Rita. 

The importance of solving the housing problems of survivors of Gulf Coast hurricanes 
cannot be overstated. In the absence of assuring safe, decent, and affordable homes for everyone 
whose homes were damaged or destroyed, nothing else we do will matter very much. Commerce, 
education, health care, transportation, and government all depend on a stably housed populace. 
As important, recovery from the trauma and loss experienced by individual people depends on 
their ability to have a decent home that they can afford in the neighborhood and community of 
their choosing. The Federal Gulf Coast Recovery Coordinator Donald Powell said that after 
fixing the levees, his priority was “housing, housing, housing.” 

The hurricanes exacerbated the pre-existing nationwide shortage of housing that is 
affordable to the lowest income people. There are 5,6 million more extremely low income 
households in need of rental housing in the United States than there are homes that rent at prices 
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these families can afford.* At least 70% of the 300,000 homes that were severely damaged or 
destroyed by Katrina alone were affordable to low incomes families.-^ 

Nearly a year and a half after the storms, an unknown number of families, but certainly no 
fewer than 1 50,000, remain displaced today. While many middle class people who owned their 
homes are still waiting for insurance settlements, FEMA assistance, and the grants promised by 
state governments funded through CDBG, my testimony will only address the issues facing low 
income people, whose situations remain far more precarious. Suffice it to say that the many 
problems with getting rebuilding funds into the hands of middle class homeowners, who have 
been the primary focus of our housing intervention, pale in comparison to what has and has not 
happened for low income people. 

It is important to both distinguish between the temporary housing response and housing 
rebuilding response and to understand how they are interrelated to attempt to fully comprehend 
the complexity of what faces us. I will begin with the Temporary Housing Programs. 

TEMPORARY HOUSING: FEMA 

Beyond mass shelters, temporary housing for displaced people has taken the form of hotel 
rooms, cruise ships, tents, travel trailers and mobile homes, and rent assistance provided in at 
least four different ways. Attached is a time line that describes the ups and downs of the 
temporary housing programs. With the exception of rent assistance for displaced households who 
were living in some form of HUD-assisted housing prior to the hurricanes, all of the temporary 
housing has been administered by FEMA. 

Let me just say that in my 3 0 years as a social worker, I have seen my share of poorly 
conceived and poorly executed social service programs. Nothing comes close to the horrors of 
the FEMA rent assistance programs in response to Katrina. The best description of the program 
is from U.S. District Court Judge Richard Leon who ordered FEMA to “free these evacuees from 
the ‘Kafkaesque’ application they have had to endure.”’ Attached are exhibits from the case filed 
against FEMA in which four social workers and an attorney in Texas describe their experiences 
in dealing with FEMA on behalf of their clients. They speak for themselves. 

On May 3, 2006, FEMA reported that of the total of 723,262 households who had 
received rent assistance under its 408 (Individual and Household) program, 246,786 had 
requested recertification, but only 1 80,636 had been approved. Another 60,000 households 
received rent assistance under the 403 (Public Assistance) program, some of whom were 
transferred to the 408 program during the summer of 2006. As of January 26, 2007, FEMA 
reported that the number of households still receiving FEMA rent assistance was down to 36,525. 


1 NLIHC tabulations of 2005 American Community Stnvey PUMS. 

2 National Low Income Housing Coalition. (2005c, September 22). Hurricane Katrina’s Impact on Low Income 
Housing Units Estimated 302,000 Units Lost or Damaged, 71% Low Income. Research Note #05-02.”. Washington, 
DC; NLIHC. 

3 ACORN V. FEMA, Case l;06-cv-0152I-RJL, Document 17. (U.S. District Court of the District of Columbia. 
2006, November 29). 
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Fifty-three percent are in Texas and 28% are in Louisiana. The remaining 19% are in every state 
except Vermont and Wyoming, with Arkansas and Teimessee with the next highest percentages 
of .3% each. 

We can certainly assume that some portion of the nearly 800,000 households who got rent 
assistance from FEMA in the months immediately after the hurricanes have reestablished 
themselves and no longer need aid. After all, receipt of disaster rental assistance is not means- 
tested. However, given the cases that we know about in which FEMA terminated aid in error or 
failed to provide a reasonable appeal process through which such a determination could be made, 
we must conclude that a substantial number of displaced households are not receiving disaster 
assistance that they need and to which they are entitled to under law. Those who are still in the 
program and those who were wrongfully terminated are likely those with the lowest incomes and 
most complex problems who do not have the personal resources or social support systems to 
become reestablished. 

In the most recent lawsuit against FEMA, the judge ordered FEMA to review 
terminations of rent assistance of approximately 5,500 households in Texas. Upon review, 

FEMA found that 1 8% of the households had been terminated in error and were reinstated. And 
these were households in Texas, mostly in Houston, where local officials were very proactive in 
their outreach and case management services to displaced households. We can make a rough, but 
conservative, extrapolation, to estimate that at least 1 24,000 of all households that received rental 
assistance should have received the assistance for a longer period than they did and that many 
continue to he eligible today. 

The deadline for termination of housing aid, both rent assistance and travel 
trailers/mobile homes, was to be February 28, 2007 for Katrina survivors and March 31, 2007 for 
Rita survivors. [FEMA reports that 96,054 households were still living in manufactured housing 
as of January 26, 2007, all of whom are in Louisiana (66%), Mississippi (3 1%) and Texas (3%).] 
FEMA officials have recently announced that this assistance will be extended for another six 
months. 

In the days immediately after the disasters, numerous voices from across the political 
spectrum called for housing assistance for displaced people to be in the form of Section 8 
housing vouchers issued by the Department of Housing and Urban Development and managed by 
local public housing agencies. The Senate passed legislation to that effect on September 15, 

2005, but the measure was rejected by the House and the Administration. Nonetheless, in its own 
“lessons learned” report issued in February 2006, the White House called for HUD to lead 
housing efforts in future disasters. Representatives Richard Baker (R-LA) and Barney Frank (D- 
MA) co-sponsored legislation to transfer all disaster housing aid that would be needed for 30 
days or more to HUD. H.R. 5393 was voted out of the Financial Services Committee on June 14 
last year. 

Recommendations ; 

FEMA should be required to undertake a comprehensive review of all households whose 
temporary housing assistance was terminated. For all households who were wrongfully 
terminated, FEMA should reinstate them if they can demonstrate continuing eligibility and 


,3. 



270 


financial need for housing assistance using HUD criteria, i.e. incomes at or less than 80% of the 
area median and paying more than 30% of their income for their housing. 

Further, all reinstated households should be transferred to the HUD Section 8 housing 
voucher program and continue to receive assistance as long as they remain eligible. Congress 
must appropriate sufficient funds for these vouchers. Once the displaced household is no longer 
eligible for the voucher, the voucher itself will temiinate. 

FEMA should be required to immediately establish data collection, analysis, and 
management systems such that its service delivery can be made transparent and accountable. 

Finally, important reforms were made to the Stafford Act in the last Congress that will 
improve FEMA’s housing response in future disasters. We are recommending additional reforms 
this year. 


TEMPORARY HOUSING; HUD 

The one temporary housing responsibility assigned to HUD was for the displaced people 
in the affected areas who had been living in HUD-assisted housing prior to the storms. These 
included families or individuals who had Section 8 housing vouchers or who lived in public 
housing, project-based Section 8, housing for the elderly, disabled, and people with AIDS, and 
people enrolled in HUD funded homeless assistance programs. HUD estimates that 32,000 HUD- 
assisted households were displaced and eligible for disaster rent assistance. First under a mission 
assignment from FEMA and then under direct appropriations to HUD in the December 2005 
supplemental appropriations, HUD created what became known as the Disaster Voucher 
Program. Displaced households were given Section 8-like vouchers to rent housing wherever 
they were. The most recent report from HUD is that approximately 22,000 of the eligible 
households were participating in DVP. The status of the other 10,000 households is unknown. 

Disaster vouchers are due to expire on September 30, 2007. When authorizing the HUD 
disaster vouchers, Congress also gave public housing authorities in the Gulf Coast permission to 
use previously appropriated public and assisted housing funds for the repair of damaged HUD- 
assisted properties. This fungibility will end with the end of the disaster vouchers. HUD staff 
report planning to convert former Section 8 voucher recipients back to the regular program on 
September 30. Those who were living in public or other project-based assisted housing will be 
converted to “tenant protection vouchers” by September 30, until such time as their units have 
been made ready for reoccupancy. At that point their housing assistance would revert from 
vouchers back to project-based assistance through whatever HUD program they were in prior to 
being displaced. 

Setting aside for the moment the fact that HUD has no intention of replacing all of its 
damaged or destroyed assisted housing, there is another serious flaw in this plan. It presumes that 
every HUD-assisted displaced family will 1) want to return to the community from which it was 
displaced and 2) if it does not, can afford to stay in the community in which it has resettled 
without rent assistance. A family that has built a new life in another community, especially a 
community with more opportunities than the one it came from, should not have to make the 
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choice between living in its new community or living in a home it can afford. In the absence of 
valid and reliable data about where displaced HUD-assisted households would choose to live if 
allowed to choose, plans on their behalf are bound to fail. 

Recommendations: 

HUD needs to find the 10,000 HUD-assisted households who did not sign up for the 
Disaster Voucher Program. They are entitled to continued housing assistance. 

HUD should immediately issue an RFP for a survey of a representative sample of all 
displaced HUD-assisted households to determine how they are faring and where they would 
prefer to settle if they had a choice. This survey should be conducted by an independent research 
entity, such a survey research lab affiliated with a university. 

Based on findings from the survey, HUD should estimate the number of displaced HUD- 
assisted households who do not want to reoccupy their assisted units. Congress must appropriate 
sufficient funds to provide these households with Section 8 vouchers. Once the displaced 
household is no longer eligible for the voucher, the voucher itself will terminate. 

REBUILDING: PUBLIC AND ASSISTED HOUSING 

Residential properties that were built as a result of federal housing policy and that were 
subsidized by the federal taxpayers that were damaged or destroyed by the storms were the 
unique responsibility of the federal government to assure their repair or redevelopment. First and 
foremost, it was the responsibility of HUD to develop an estimate of what it would cost to repair 
or redevelop public and assisted housing, and request whatever amount was not covered by 
insurance from the Congress in one of the supplemental appropriations bills. Reliance on the 
Community Development Block Grant funds and the Low Income Housing Tax Credits allocated 
to the states to meet the housing needs of the vast numbers of families who did not live in 
federally subsidized housing was wrong. It also delayed reopening of the public and assisted 
stock unnecessarily. 

If HUD has done such an assessment of the number of damaged public and assisted 
housing units since the preliminary numbers that were released in February and March 2006, it 
has not made it available for public consumption. 

With regard to public housing in particular, you have heard and will hear a great deal at 
this hearing about public housing in New Orleans. I hope you will also attend to the public 
housing that sustained major damage or was destroyed in Mobile, AL and Biloxi, MS. Out of 
concern about the news reports, announcements, and rumors about demolition and 
redevelopment of public housing in New Orleans and elsewhere, a collection of low income 
housing advocates developed a set of principles to guide decisions about redevelopment of public 
housing in the Gulf Coast. 

The first principle is that any public housing that was evacuated, but sustained limited 
enough damage that it can be reoccupied with repairs only, should be repaired and reopened with 
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all deliberate speed. The second is that there should be a moratorium on any demolition and 
redevelopment of public housing in the Gulf Coast that was never evacuated or was evacuated, 
but has since been reoccupied, until such time as the supply of rental housing affordable to the 
lowest income people has been replenished. 

The third principle pertains to circumstances in which an independent evaluation 
determines that the public housing is beyond simple repair and must be partially or completely 
redeveloped. In those cases, HUD must assure one-for-one replacement of all units, the absolute 
right to return for all tenants in good standing, and authentic participation in the redevelopment 
plan by displaced residents who desire to be involved. 

These principles were presented to HUD Secretary Alphonso Jackson in November 2006. 
They are attached to this testimony. 

Let me offer a word about the situation with public housing in New Orleans. It is hard to 
imagine how HUD could have handled the issues associated with the Housing Authority of New 
Orleans (HANO) any worse than it did. I consider the responsibility for the extreme adversarial 
situation that HUD/HANO and some residents now find themselves in to be a direct result of 
HUD’s heavy-handed, thoughtless announcements of demolition, and its imlawful pursuit of its 
goals for HANO properties. 

TheU.S Housing Act of 1937, as amended in 1998, is quite clear about the duty of a 
public housing authority to actively and publicly engage its residents and the community-at-large 
in any plans for the future of public housing. Moreover, public housing plans are required to be 
consistent with the Consolidated Plan of the locality where the public housing is located. HANO 
has not come close to meeting these and many other requirements. 

HANO has long had the reputation as a dysfunctional and corrupt institution, plagued by 
mismanagement, rapid leadership turnover, and interference in its operations by local officials. 
HANO allowed its properties to deteriorate into seriously substandard condition. Due to the poor 
quality of its stock and its myriad management deficiencies, HANO has been in partial 
receivership since 1979 and full administrative receivership since 2002. Please note that of the 
3000 public housing agencies nationwide, only 15 have been put in receivership since 1979. 
HANO may be the worst of the worst. HANO is essentially run by HUD now. There is no 
discemable difference between HANO and HUD as decision-making authorities with regard to 
public housing. So the violation of the public housing statute by HANO lies -with HUD itself. 

There is one more statutory requirement that HUD is violating that I want to mention. If a 
troubled housing agency is taken into administrative receivership, HUD has two years to restore 
the agency to a non-troubled status. If the agency remains troubled after two years, HUD is 
required to turn to a judicial receiver. HUD should have done so tvith HANO long before 
Katrina. 

The conflicts of interest with HUD as the HANO receiver are quite problematic. For 
example, HUD has to review demolition applications from public housing agencies and warrant 
that the necessary engagement of resident and community input has occurred. When HUD and 
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the public housing agency are one and the same as are HUD aitd HAND, there is no one to 
protect the interests of residents and the community. 

A very troubling conflict has arisen in this particular situation. HUD as HAND has 
applied to the State of Louisiana for both GO-ZONE Low Income Housing Tax Credits and 
CDBG disaster recovery funds for the redevelopment of four public housing complexes in New 
Orleans, competing with other applicants for these resources. As the agency responsible for 
oversight of the CDBG funds, HUD should not also be competing for these funds as a grantee. 
Moreover, there is some speculation that HUD’s remarkable success in competing for both 
Louisiana’s LIHTC and CDBG funds may be an indication of the State’s dependence on the good 
will of the HUD Secretary. It should be noted that this conflict would have not occurred if 
Congress had funded HUD directly to repair or replace public and assisted housing in the Gulf, 
and the funds allocated by the state to HAND had been put to use on housing for other low 
income people in Louisiana. 

Recommendations 

Congress should direct HUD to immediately appoint a judicial receiver for HAND, who 
will carry out federal policy and will be an impartial arbiter of the resident and community 
interests at stake in the future of public housing in New Orleans. 

Congress should direct HUD to adopt rules and regulations for all public housing in the 
affected areas of the Gulf Coast that reflect principles for redevelopment outlined earlier. 

HUD should immediately issue an RFP for independent contractors to assess the current 
condition of all public and assisted housing in the affected areas and estimate what additional 
resources are needed to complete repairs and reconstruction. Congress should appropriate such 
funds. 


REBUILDING: AFFORDABLE RENTAL HOUSING 

One of the tragedies of the deep divisions in New Orleans about the future of public 
housing there is that it has diverted advocacy attention and resources away from the much larger 
problem of the failure to repair and replace low cost unsubsidized rental housing. The State of 
Louisiana estimates 82,000 rental homes in the state sustained severe or major damage, that 47% 
of the housing in the affected areas was rental housing, as were 55% of the homes in New 
Orleans.‘'Even if there were sufficient resources to reproduce that level of rental housing, there 
appears to be very little will to do so. Assisting home owners is the top priority of both 
Louisiana and Mississippi plans for their CDBG allocations, with attention to rental housing as 
an afterthought. 

The major federal resource for rental housing was the allocation of Low Income Housing 
Tax Credits. Tax credit properties must have rents set to be affordable for people with incomes at 


4 State of Louisiana, The Road Home. (2007), Small Rental Property Program Small Owner & Owner Occupant 
Round I Application Handbook Baton Rouge: Author. 
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50% or 60% of the area median. The initial estimate of units these tax credits would produce was 
54,000 units of rental housing.’ The reality is that the GO-ZONE LIHTCs will likely produce as 
few as 25,000 units in Mississippi and Louisiana because the costs of constriction have 
skyrocketed. And many of those will be lost if Congress fails to extend the placed-in-service date 
for tax credit properties. 

Of the $ 1 6.7 billion that Congress appropriated in disaster CDBG funds, $ 1 billion was 
designated to repair or replace the affordable rental housing stock, including public and assisted 
housing. Moreover, Congress granted the states unusual flexibility in who can be served by their 
CDBG funded programs. Instead of 70% of the funds benefiting people with incomes at or below 
80% of the area median (low income), only 50% were required to serve this income group and 
HUD was allowed to waive even the 50% threshold for compelling need. 

In Mississippi, HUD did grant such a waiver. Of Mississippi’s $5.6 billion CDBG 
allocation, $3.2 billion was dedicated to what has turned out to be an undersubscribed home 
owner grant program. One hundred and five million dollars were set aside for repair of public 
housing and $125 million for a rental repair program that will provide $25,000 grants to small 
landlords to repair properties with four or fewer units. In exchange for these grants, landlords 
must agree to keep the units affordable to primarily middle income households for a period of 7- 
8 years. Mississippi still has $1,5 billion for which it has no plans at this point. Meanwhile, 
almost 30,000 households in Mississippi are still living in FEMA trailers. 

The condition of the trailer dwellers in Mississippi is deteriorating rapidly. A study done 
by researchers fi'om Columbia University of a sample of 576 randomly selected Mississippi 
families living in FEMA trailers found that trailer living was taking its toll. The lower one’s 
income prior to Katrina, the more likely one was not to be working now. The children showed 
many symptoms of persistent emotional distress. Adults who are parents or caregivers report 
heightened levels of depression and anxiety. Rates of health insurance coverage have plummeted 
as former workers remain out of the workforce and one in six children in need of medical 
attention did not try to receive care. And rates of absenteeism from school are rising among 
elementary and high school students alike. * 

The Louisiana Road Home plan pays more attention to rental housing needs than does the 
Mississippi plan. Some of the state’s $10.4 billion CDBG funds were set aside to capitalize an 
operating fund to provide rental subsidies to make LIHTC units more affordable to lower income 
households. The high cost of construction means more CDBG funds have gone to gap financing 
of LIHTC developments and less for the operating subsidy. Advocates argued strenuously for an 
allocation of Section 8 project-based vouchers to be the operating subsidy for LIHTC units and 
continue to assert that Section 8 is the best method for filling the gap between the operating costs 
of a rental unit and what a tenant can afford. 


5 Fischer, Will and Barbara Sard. (2006, February 27). Housing Heeds of Many Low-Income Hurricane Evacuees 
Are Not Being Adequately Addressed. Washington, DC: Center on Budget and Policy Priorities, 

6 Abramson, D., R. Garfield, & I. Redlener. (2007). The Recovery Divide: Poverty and the Widening Gap Among 
Mississippi Children and Families Affected by Hurricane Katrina. NY : Columbia University National Center for 
Disaster Preparedness. 
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Louisiana has also dedicated $869 million of its CDBG allocation to a “small rental 
property program.” The purpose is to assist private landlords with repairs to one to four unit 
rental properties that have damage estimates of more than $5,200. The application process was 
just made public in the last two weeks. Landlords will receive forgivable loans of $20,000 to 
$72,000 in exchange for renting to tenants with incomes at 80%, 65% and 50% of the area 
median, with rents set at affordable rates. The longer affordability is maintained, the more of the 
loan is forgiven. The number of units that can be repaired under the program is approximately 
20,000. None will be affordable to the lowest income families. 

The final form of housing assistance 1 want to call to your attention is the FEMA pilot 
program that will fund permanent housing. Congress appropriated $400 million for this program. 
These funds will be used primarily to produce “Katrina cottages.” These are small modular 
structures that will take the place of FEMA trailers, but are permanently located. Most people 
like the concept. However, to date, no policy has been established as to the long term ownership 
of these units and who will benefit from them. There are no income eligibility criteria. Is it a 
good use of taxpayer dollars to pay for a permanent structure on someone’s property in which the 
family will live temporarily while repairing their damaged home? What happens to the Katrina 
cottage when the family moves back into its home? Does it become the guest house? 

Clearly more resources are needed if the Gulf Coast is to have enough housing for the 
people who live there now and the people who will come there in the future. To date, no 
resources have been dedicated to rental housing for people with incomes below 30% of the area 
median. In the New Orleans MSA, this is $15,690 a year; in the Gulfport-Biloxi MSA, it is 
$ 14,040.’ These are the people who make up the low wage work force, who are the backbone of 
the tourist economies of these areas. This is precisely the population who would be assisted with 
housing built or repaired with the Affordable Housing Fund in the GSE regulatory reform bill 
that the committee will take up in the coming months. The proposal is that the fund should be 
initially directed to states where the housing supply has been affected by the Gulf Coast 
hurricanes. 

A final word on rebuilding of affordable housing in the Gulf Coast must be about the 
inequitable distribution of the funding. Although Louisiana sustained three quarters of the 
housing damage, the state received only 61% of the resources. Texas sustained direct damage 
from Hurricane Rita and received more Katrina evacuees than any other state by far. Yet, Texas 
has received only 3% of the housing funds. 

Recommendations: 

Congress should engage in careful oversight of the use of the CDBG funds allocated for 
Gulf Coast recovery. Are the programs that the states have developed doing what they are 
intended to do? How quickly and how well are the funds being spent? Who is being served? 

Congress should immediately pass legislation to extend the placed-in-service date of the 
LIHTCs allocated for Gulf Coast recovery. 


7 Wardrip, K., D. Pelletiere, & S. Crowley. (2006). Ow of Reach 2006. Washington, DC: National Low Income 
Housing Coalition. 
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Congress should establish policies about the long-term ownership and use of Katrina 
cottages and similar structures funded through FEMA’s pilot housing program. 

Congress should appropriate funding for Section 8 project-based vouchers to provide 
operating subsidies for new rental housing produced in the Gulf Coast affected areas. 

Congress should enact GSE regulatory reform legislation that includes an Affordable 
Housing Fund to support the production and preservation of rental housing affordable to 
extremely low income families and direct the resources to states where the housing supply has 
been affected by the Gulf Coast hurricanes for the first two years. 

CONCLUSION 

Hurricane Katrina will be remembered as a seminal event in American history. The 
emptying of whole communities happened overnight. The dimensions of the diaspora are 
unknown in modern America. The destruction is so vast that it is only possible to comprehend by 
going to the Gulf Coast and seeing for oneself. Katrina is about wrenching hundreds of thousands 
of people from homes to which most will never return. Katrina is about the sudden and complete 
loss of all that home means - safety, respite, privacy, comfort, and security. 

Katrina is also about the generosity of ordinary people. One of the ways Katrina will be 
remembered is by the common decency of many people who traveled to the Gulf to volunteer to 
put a new roof on for a stranger or to strip moldy sheetrock out of houses still standing. Would 
that it could be enough for the considerable charitable instincts of the American people to suffice 
in the face of a disaster of this scope. 

But it will not. Human beings organize governments to do what individuals cannot do for 
themselves, with protection and recovery from wholesale catastrophe at the top of the list. 

Unless policy and practice take a different turn from where they appear to be heading at this turn, 
Katrina will be remembered as a massive public failure - a failure of political will to “do what it 
takes.” 


The future of public housing in New Orleans is Just one skirmish in the larger battle of 
who wants to return, who has the right to return, who will be able to return, who will be welcome 
to return, and who decides. Polling data suggests that somewhat less than half of evacuees want 
to come home. * Indeed, Katrina has given some people a chance for a better life. Yet, there are 
others for whom home is home, and nothing else will do. For many people, the reality is that they 
just do not know what to do. They are paralyzed by depression and cannot make good decisions. 


8 Dangerfield, P. (2006, January). Citizen Participation: Informing Public Policy For Rebuilding New Orleans. 
Total Community Action, Inc. & Associates, New Orleans, LA. Retrieved from httD://www.tca- 
nola.coni/DubIications/citizen-DarticiDation.Ddf .: Washington Post/Honry J. Kaiser Family Foundation/Harvard 
School of Public Health. (2005, September). Survey of Hurricane Katrina Evacuees. Retrieved from 

Scott. (2006, March). A Second Survey of Hurricane Evacuees Living in Houston, Zogby International for the City 
of Houston. 


■Ifr 



277 


Or they cannot make personal decisions until official decisions are made, which have been slow 
in coming. 

Massive dislocation and loss have already happened and cannot be undone. But how 
Americans decide to ameliorate the suffering that it caused is a choice we still can make. A 
commitment to a national housing agenda that assures a sufficient supply of affordable housing 
for everyone in neighborhoods and communities of their choosing, including those of limited 
means, is a good place to start. 

The recommendations offered in this testimony are small fixes to glaring problems. They 
do not add up to a cohesive and comprehensive strategy for the recovery of the people who were 
displaced and the communities that were destroyed. The lack of such a strategy has severely 
hampered the recovery to date. The establishment of such a strategy is long overdue and should 
be Congress’s top priority for its Katrina response going forward. 

The prospect of families, especially poor. Black families who are already burdened by the 
legacy of American racism, never having the chance to go home after Katrina should weigh 
heavily on the hearts of all Americans. The pain of their forced exile will be embedded in the 
narratives of their families and shape their sense of themselves as Americans for generations to 
come. Unless everyone who was displaced by Katrina experiences genuine choice about where 
he or she will settle at the end of the day, Katrina tvill leave an indelible stain on the American 
soul. 

Thank you for the invitation to come before you today and for your consideration of my 
remarks. 
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Timeline of the Federal Government's Temporary Housing Response to Hurricane Katrina 

September 1, 2005 * HUD places on its website its proposed response to the storm: a housing subsidy of $10,000 per 
household displaced, regardless of household income, to supplement temporary housing costs for one year. Private 
landlords, family members, faith-based organizations, shelters or friends would be eligible to receive the money for 
housing a displaced family. This proposal was removed from HUD’s website that day, and never referred to again. 

September 1 - September 22, 2005 - FEMA encourages local governments to create housing programs for evacuees. 
FEMA promises reimbursement as authorized by Section 403 of the Stafford Act, Such temporary rental housing 
programs become known as “Section 403 housing.” 

September 7, 2005 - FEMA announces no-bid contracts with five major corporations to provide trailers and mobile 
homes for displaced hurricane victims. These contracts call for identifying and leasing large plots of land in Louisiana to 
house settlements of tens of thousands of trailers and mobile homes. 

September 8, 2005 - Senator Sarbanes requests $3.5 billion for 350,000 emergency Section 8 vouchers to house 
families displaced by the Hurricane. Advocates agree that HUD should be responsible for displaced households’ 
housing needs. 

September 14, 2005 - Vice Admiral Thad Allen tells the Associated Press he is in discussion with states about where to 
locate the government’s temporary “trailer cities” for tens of tfiousands of evacuees. 

September 15, 2005 -350,000 emergency Section 8 vouchers for households’ displaced by the storms are approved by 
Unanimous Consent in die Senate, and attached to an FY06 Appropriations bill. 

September 15, 2006 - During a House Financial Services Subcommittee on Housing and Community Opportunity 
hearing, Representative Maxine Waters (D-CA), Ranking Member of the Subcommittee, stresses the urgency of moving 
people from shelters Into transitional and permanent housing. She cautions against current FEMA proposals to erect 
small towns of up to 25,000 manufactured homes in one space. “This is absolutely unacceptable. I am not in the 
business of creating ghettos.” Representative David Scott (D-GA) is equally adamant in his objections to the creation of 
densely concentrated trailer parks, calling them relocation “camps.” 

September 16, 2005 - HUD issues guidance encouraging local Public Housing Authorities to use their existing 
resources to house evacuees, despite long waiting lists in most communities. 

September IS, 2005 - FEMA tells USA Today that it does not plan to set up huge tracts of trailers and mobile homes. 
“That option is not even being considered.” 

September 23, 2005 -FEMA and HUD announce transitional housing assistance programs. HUD’s program, named 
the Katrina Disaster Housing Assistance Program (KDHAP) will serve all previously assisted HUD households, or 
previously homeless individuals. HUD estimates that 65,000 households will be eligible for KDHAP. KDHAP is paid 
for through a mission assignment with FEMA. 

FEMA’s housing assistance program will serve all ofrier eligible households displaced by Hurricane Katrina. This 
program is authorized by Section 408 of the Stafford Act and becomes known as “Section 408 housing.” Households 
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receive checks of $2358, meant to cover three months of rental payments. They can continue to receive such payments, 
if they can prove continuing need, up until the statutory cap of $26,200. 

September 30, 2005 - In a letter to President Bush, Senator Sarbanes urges that HUD have a more central role in 
responding to evacuees’ housing needs. Thousands of Emilies will need long-term housing assistance, wrote Senator 
Sarbanes, and such assistance should not come from an emergency response agency such as FEMA. 

October 12, 2005 - Six weeks after Hurricane Katrina made landfall, 22,847 people remain in emergency shelters, 
while 576,136 people are living in motels, and 6,306 individuals are living on cruise ships. Atthis time, only 7,819 
travel trailers and mobile homes are occupied. 

October 18, 2005 - Representative Nydia VelSzquez (D-NY), a member of the Housing and Community Opportunity 
Subcommittee of the House Financial Services Committee, writes to President Bush expressing concerns about the 
Administration’s wasteful spending and uncoordinated efforts to house victims of Katrina. She advocates the use of 
emergency Section 8 vouchers to meet the housing needs of displaced households. 

October 28, 2005 - HUD announces a new disaster housing sub-program for those evacuated households that were 
homeless prior to the disaster, persons with HTV/AIDS, or persons who were permanently housed in HUD Special 
Needs housing units: Katrina Disaster Housing Assistance Program - Special Needs (KDHAP-SN). The program would 
have the same benefits as the original KDHAP but be administered through a community’s Continuum of Care (CoC) 
structure. This program never gets off the ground. 

November 2, 2005 - FEMA announces it will give the frill $26,200 to 60,000 households that lived in the most 
damaged areas of New Orleans. Few people receive this check and FEMA subsequently denies having made such an 
announcement. 

November 3, 2005 - Widespread reports from the Gulf indicate that many households in need of rental assistance from 
FEMA are not receiving their checks. Many are being denied assistance for no obvious reason. 

November 4, 2005 - The provision of 350,000 emergency Section 8 vouchers is dropped in conference committee from 
the final FY06 appropriations bill. 

November 10, 2005 - A class action lawsuit is filed against FEMA, (MeWaters vs. FEMA), asserting that large 
numbers of households in need remain unhoused because of FEMA’s poor handling of the housing program. 

November 15, 2005 - FEMA announces that on December 1 , immediately after the Thanksgiving holiday, it will stop 
paying the room costs for more than 1 50,000 displaced people living in more than 53,000 hotel and motel rooms across 
the country, FEMA said such a move is necessary to maJee evacuees more “self-reliant” and to help them “reclaim some 
normalcy.” At this time, only 27,842 travel trailers and mobile homes are occupied, out of an estimated need of over 
100,000 trailers. Over 2,000 people remain in shelters and almost 7,000 people continue to be housed on cruise ships. 

FEMA also announces that as of March 1 they will no longer reimburse cities and states for households in the housing 
assistance programs that FEMA encouraged the cities and states to create. 

November 15 - 18, 2005 - Governor Rick Perry of Texas, Governor Haley Barbour of Mississippi, the congressional 
delegation of South Carolina, San Francisco Mayor Gavin Newsome, three city agencies in New York and numerous 
advocacy organizations appeal to FEMA to reconsider the deadline for motel room payments. 

November 22, 2005 - Amidst criticism from national and state leaders as well as countless advocates, FEMA 
announces it will continue to pay for the hotel rooms of hurricane evacuees until December 15. FEMA says that 
displaced residents in ten states with the largest number of evacuees still in hotel or motel rooms have an opportunity to 
extend friat deadline until January 7. 

December 2, 2005 - National housing advocates hold a press conference, calling on the Administration and Congress 
to improve the federal government’s re-housing performance. They recommend that a unified and comprehensive 
program of housing assistance be established for all displaced households, relying primarily on the existing federal 
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housing programs. 

December 9, 2005 - The House Financial Services Committee holds hearing to investigate FEMA and HUD’s housing 
response to the disaster. HUD declines to attend, causing Ranking Member Barney Frank to threaten to issue a 
subpoena for Secretary Jackson to testify. 

At the hearing, Representative Maxine Waters says, “We cannot express.how dissatisfied we are, how upset we are, 
how embarrassed we are, [at the response to evacuees’ housing needs.] . . .FEMA is not working,” said Ms. Waters. 

“The federal government’s response to the housing needs of displaced people seems to be a case of the right hand 
doesn’t know what the left hand is doing,” said Representative Nydia Velazquez. “Individuals don’t know how to 
navigate the system to get assistance, so at end of the day, tfiey aren’t getting any.” 

Representative Barney Frank said, “The announcement of the hotel deadline on the eve of the Thanksgiving holiday was 
one of the most heartless actions I have ever seen government do.” Representative Artur Davis (D-AL) called it “one of 
the dumbest decisions that has ever been made in government.” 

Also on December 9, 2005 - In testimony before the House Financial Services Committee, FEMA further explains 
their March 1 deadline for reimbursing cities and states for their housing programs. By March 1 , FEMA expects to 
have a clear idea of where each household being housed under a state-administered program is, and what its needs are. 

If eligible, the household will be transferred to the FEMA Transitional Housing Program (Section 408). 

Also on December 9, 2005 -* In written testimony to the Senate Committ^ on Homeland Security and Governmental 
Affairs, Scott Wells, Federal Coordinating Office for FEMA Joint Field Office in Baton Rouge, LA, testifies that 
FEMA’s Individual Assistance process must be reformed. “It is too complicated, which often results in confusion and 
delays in timely delivery of cash and assistance to individuals.” He specifically notes as problematic sending checks 
separately from letters explaining eligible expenditures. 

Also on December 9, 2005 -- Senator Sarbanes sends a letter the Chairman and Ranking Member of the Senate 
Appropriations Committee, proposing that the Committee require that FEMA guarantee at least 12 months of rental 
assistance for families displaced by Katrina. The letter says that rental assistance would be much more effectively 
administered by HUD. The letter also asks the Committee to require that FEMA reimburse state and local governments 
for rental payments for Katrina victims made pursuant to existing leases for up to one year. Finally, the letter urges that 
the Committee require that FEMA reimburse local housing authorities for the cost of the vouchers used to house Katrina 
evacuees. 

December 10, 2005- Senator Susan Collins, Chair of the Senate Committee on Homeland Security and Governmental 
Affairs tells the Washington Post, “I have long believed that it would have been far more effective at this stage for 
FEMA to have given vouchers for housing and to assist people in finding private-sector housing. I think it still is a 
possibility.” 

December 12, 2005 - U.S. Judge Stanwood Duval, Jr. of the U.S. District Court for the Eastern District of Louisiana 
issues a ruling that temporarily stops FEMA from ending its hotel/motel subsidy program on December 15. After calling 
the disaster agency “numbingly insensitive” and “unduly callous,” Judge Duval orders FEMA to continue its short-tenn 
lodging program until at least January 7, 2006 for all evacuees nationwide still in hotels and motels. Judge Duval 
ftirther rules that those individuals who have yet to receive any assistance may remain in their federally subsidized 
hotel/motel rooms until February 7, 2006. 

December 14, 2005 — HUD testifies before the House Financial Services Committee. Representative David Scott 
questions whether the “call that individuals and housing advocates are increasingly raising, for FEMA’s housing 
responsibilities to be transferred to HUD” should be answered. Brian Montgomery, HUD Assistant Secretary for 
Housing and FHA Commissioner, responds, “I am aware of that idea, but it is a decision for others to make.” 

December 15, 2005 - The House Financial Services Committee approves H.R. 4100, the Hurricane Katrina Response 
Act by a vote of 50-9. The bill authorizes $2.5 billion of funding for emergency Section 8 vouchers, among other things. 

December 16, 2005 - By mid-December, 653,53 1 households displaced by Hurricane Katrina are receiving FEMA 
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rental assistance. 

December 18, 2005 - In an FY06 Appropriations bill. Congress authorizes $390 million for a Disaster Voucher 
Program, to be administered by HUD. By early February, HUD transitions the KDHAP program into the DVP program, 
allowing households previously assisted by HUD or previously homeless to receive Section 8-like vouchers. 

In the same bill, Congress directs FEMA to provide written guidelines for transitioning evacuees into longer-term 
assistance by January 13, 2006. FEMA does not comply. 

December 25, 2005 - Corporate Lodging Consultants (CLC), the firm contracted by FEMA to manage the hotel 
program, sends notices to hotels across the country asking them to participate in an Evacuee Census. Hotel managers are 
asked to provide FEMA with the number of evacuees lodging in tiieir hotels. They also distribute flyers to hotel 
managers stating that, “The (hotel lodging) program will continue for all evacuees in all states until further notice 
pending the resolution of certain issues now in litigation.” 

December 30, 2005 - Hundreds of thousands of people remain on waiting lists for trailers and mobile homes. Only 
53,429 trailers have been occupied to date. 

January 2, 2006 - FEMA extends the deadline to end the hotel program until further notice, FEMA acknowledges that 
they still do not know the identities of all displaced households currently living in hotels, nor do they know the location 
of the hotels housing evacuees. 

January 12, 2006 - Judge Duval directs FEMA to extend hotel stays for hurricane evacuees if they are registered with 
FEMA for temporary housing assistance and they have obtained a hotel authorization code by January 30. For these 
evacuees, the hotel deadline is extended until two weeks after they have received (or been rejected for) temporary 
housing assistance. The Judge rules that the earliest evacuees can be terminated from the hotel program is February 13; 
those living in hotels (and who have registered with FEMA and have a hotel authorization code) in New Orleans or 
Jefferson parish cannot be terminated from the program until after March 1 . 

January 13 and 14 , 2006 - The Housing and Community Opportunity Subcommittee of the House Financial Services 
Committee hold field hearings in New Orleans, Louisiana and Gulfport, Mississippi. Mr. Scott Wells, the Louisiana 
Federal Coordinating Officer for FEMA tesrified that that FEMA is beginning to investigate new methods of meeting 
the demand for temporary housing in Louisiana. The agency announces it is looking into renting an entire apartment 
complex in New Orleans, in order to place eligible applicants into apartments. But, said Mr. Wells, “The cold, hard fact 
is that people may not be able to move back to their communities for months or years, because the housing stock does 
not exist.” 

Mr. Wells said that, soon after the storm, FEMA was putting 30 trailer online each day; they have ramped up to the 
current average of 500 trailers per day. Mr. Wells acknowledged that this rate is still not fast enough to meet the 
overwhelming demand, and said that his agency is working to further increase the number of trailers installed. 

Representative Maxine Waters (D-CA), Subcommittee Ranking Member, said, “We are hearing about a lot of 
bureaucratic nonsense in the siting of these trailers.” Indeed, Ms. EHse Boyer, an evacuee currently living in a hotel for 
lack of a trailer, later testified that FEMA has refused to place a trailer in the driveway of her 9th Ward home because 
the trailer would go four inches over her property line, even though she has obtained permission from her nei^bor to do 
so. 


January 20, 2006 -HUD Secretary Alphonso Jackson responds to concerns of local officials from Houston, Texas over 
how rent will be paid for the city’s 150,000 evacuees when FEMA stops reimbursing the city’s emergency rental 
vouchers on March 1 . Mr. Jackson says, “If they have not been able to find any other housing, FEMA will switch them 
over to our program, and we will take up that process for the rest of the time that they’ll be on ftie program,” he said. 
“We’re not going to cut anybody off,” he said. 

February 1, 2006 ~ During a press conference, U.S. Comptroller General David Walker says, “Housing beyond short- 
term shelters also... remains a major problem, especially for victims who either cannot return to their community or 
require housing options in their community if they do return.” 
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February 3, 2006 - Several House Democrats send a letter to Department of Homeland Security Secretary Michael 
Chertoff, expressing “exasperation with the failure of FEMA to comply with a Congressional directive to issue timely 
guidance with respect to eligibility for housing assistance imder tfie Section 408 program. ...FEMA’s continued failure 
to issue guidance clarifying criteria for ongoing eligibility for FEMA rental housing under the Section 408 program is 
unconscionable.” 

February 7, 2006 - 1 0,777 fully furaished, unoccupied manufactured homes are being stored at the Hope, Arkansas 
airport. To avoid having the homes sink into the muddy ground, FEMA orders jacks for all homes, and begins 
accepting bids to gravel 293 acres under the homes at an estimated cost of $6 - $8 million. The homes cannot be placed 
where they are most needed, in Louisiana and Mississippi, because FEMA’s own rules prevent it from siting 
manufactured homes in flood zones. This rule was not considered when the homes were ordered. 

February 8, 2006 - House Minority Leadership holds hearing on the post-Katrina housing crisis. Referring to the need 
for emergency Section 8 vouchers. House Minority Leader Nancy Pelosi said, “We did that successfully after 
Northridge earthquake in California in 1 994. If it was good enough for die California earthquake, it’s good enough for 
Katrina.” 

February 15, 2006 • The House Select Committee to Investigate the Preparation for and Response to Hurricane Katrina 
released its final report, “A Failure of Initiative.” One of the Committees findings states that FEMA “failed to take 
advantage of HUD’s expertise in large scale housing challenges.” 

The report notes that, although FEMA has provided rental assistance to over 500,000 households, a key problem with 
the provision of such assistance was households receiving their rental assistance checks days, and sometimes weeks, 
before receiving guidance as to how and on what the money should be used. “Use of a voucher system similar to the one 
administered by HUD could have prevented this mistake. ..FEMA failed to take full advantage of HUD’s expertise and 
perspective on large-scale housing challenges, such as the agency’s experience with voucher programs. HUD and public 
housing authorities have the expertise and infrastructure to help non- HUD clients during disasters.” 

Also on February 15, 2006 - HUD testifies before the Senate Banking, Housing and Urban Affairs Committee that it’s 
initial estimate of 65,000 households eligible for KDHAP was too high; HUD now estimates that 24,000 to 32,000 
households are eligible for its Disaster Voucher Program (DVP). 

February 17, 2006 - A group of disability rights advocates file suit against FEMA, challenging FEMA’s failure to 
provide accessible temporary housing. 

February 23, 2006 - The White House releases “The Federal Response to Hurricane Katrina: Lessons Learned.” The 
report finds that KRID, “with extensive expertise and perspective on large-scale housing challenges and its nation-wide 
relationships with State public housing authorities,” was mistakenly not engaged in the housing response by FEMA 
until “late in the effort.” Noting that “HUD’s expertise lies in the provision of mid and long-term housing... for those in 
need,” the report recommends tliat HUD be designated the lead Federal agency for the provision of temporary housing. 

Also on February 23, 2006 - FEMA announces it will once again extend tlie hotel/motel subsidy program that has 
been providing shelter for hurricane evacuees. FEMA says it will continue to pay for the hotel/motel rooms of evacuees 
in Louisiana and Mississippi for two additional weeks, until March 1 5, citing a “severely depleted” housing stock in 
those states. Only 69,775 trailers and mobile homes are occupied at this time. 

March 3, 2006 - To date, 35,631 households in need of continuing rental assistance have been denied by FEMA. 

March 8, 2006 - To date, 1 7,260 households have received Disaster Vouchers from HUD, thou^ only about half have 
successfully leased apartments with the vouchers, HUD estimates that an additional 9,3 5 1 DVP-eligible households are 
instead receiving some form of FEMA temporary housing assistance. Of the tens of thousands of people believed to 
have been homeless prior to the disaster, only 20 are receiving disaster vouchers, despite their eligibility for the 
program. 

March 14, 2006 - Senate Homeland Security Committee Chair Susan Collins (R-ME) and Ranking Member Joseph 
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Lieberman (D-CT) send a joint letter to Homeland Security Secretary Michael Chertoff expressing concern about 
FEMA’s shortfalls in providing temporary housing assistance to survivors of Hurricane Katrina. 

“Almost six months after Hurricane Katrina ravaged the Gulf Coast, housing remains among the most pressing 
challenges facing thousands of residents in the region,” wrote the Senators as they cited problems with FEMA’s 
implementation of the hotel/raotel program, delivery of mobile homes and provision of Transitional Housing Assistance. 

March 15, 2006 - Families continue to wait for needed trailers and mobile homes. 90,547 have been occupied to date. 

March 26, 2006 - 5 days before the originally announced deadline, FEMA extends state and local housing programs 
until May 3 1 . 

May 3, 2006 - To date, 5 1 ,486 families that applied to FEMA for continuing rental assistance have been denied any 
further assistance. 

May 16, 2006 - Representatives Richard Baker (R-LA) and Barney Frank (D-MA) introduce H.R. 5393, the Natural 
Disaster Housing Reform Act of 2006. The bill would establish HUD as the lead agency for long-term housing needs 
resulting from disasters, among other things. Senator Mary Landrieu (D-LA) introduces companion legislation on May 
23. 

May 19, 2006 - A new class action lawsuit Is filed, Watson vs. FEMA, to stop FEMA from ending rent assistance to 
some 17,000 families on May 31, 2006. 

May 25, 2006 - 62 Democratic Members of the U.S. House of Representatives file an amicus curiae brief in support of 
Waston vs. FEMA. Representatives Regarding FEMA, the amicus brief states that, “the agency continues to engage in a 
process that is marked by inefficiency, a lack of discemable standards, and seeming disregard for the plight of the 
vulnerable survivors who are depending on the aid that FEMA is statutorily obligated to provide.” 

May 29, 2006 - FEMA extends the deadline for 10 local rental assistance programs in Texas, through June 30. 

May 30, 2006 - U.S. District Court Judge David Hittner refuses to order federal officials to continue emergency 
housing programs for Hurricane Katrina evacuees through June 30. 

June 16, 2006- Judge Duval issues his decision in McWaters vs. FEMA. The Judge states, “The Court hesitates to 
seemingly ‘reward’ FEMA for what could be considered cagey behavior with regards to FEMA’s ever-changing 
requirements. As the Court has previously found, FEMA’s indecision and internal bureaucratic bumbling has strained 
even the most patient of citizens.” 

June 16, 2007 - The House Financial Services Committee approves by voice vote sending H.R. 5393, The Natural 
Disaster Housing Reform Act of 2006, out of Committee with a favorable recommendation. 

July 13, 2006 - Judge Hittner grants a preliminary injunction in Watson v. FEMA ordering FEMA to pay amounts for 
utilities for ail recipients of Temporary Housing Assistance under the Section 408 program, among other things. 

July 25, 2006 - The Sierra Club releases results from its findings of FEMA trailers; 83% of the trailers tested show a 
high level of formaldehyde, a toxic gas that could pose both immediate and long-term health risks 

July 26, 2006 - FEMA’s new Director of Recovery, John D’ Araujo, Jr., issues a memorandum changing FEMA’s 
recertification policies for households transitioning from the 403 Emergency Sheltering Apartment Program to the 408 
Temporary Housing Program. 

According to Ivfr. D’Araujo, the “difficult transition has created some communication and program challenges that 
require immediate 408 assistance processing modifications.. .as a result of the multiple and varying 403/408 
communications made to State/local governments, landlords and individual evacuees, FEMA has determined that an 
extension of the 408 recertification period is warranted,” but only for households transitioning from 403 to 408. 

FEMA has been requiring all 408 recipients to show proof of their continued need for temporary housing assistance 
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every three months. However, under the new guidelines issued in the memorandum, those houseliolds tliat recently 
made the transition from the 403 program after being determined eligible for 408 temporary housing will only have to 
recertify once in order to have their assistance extended through October 31, 2006. Evacuees eligible for this extension 
who do not meet FEMA’s recertification requirements prior to October 3 1 will not be eligible for additional assistance 
beyond that date. Those households that do meet the requirements may be eligible for an additional recertification 
period ending February 28, 2007. 

August 1, 2006 - Travel trailers and mobile homes reach their peak occupancy rate; 1 1 9,625 occupied. 

October 12, 2006 - FEMA extends rental housing assistance for some evacuees of Hurricanes Katrina and Rita, The 
extension applies to households that originally received rental assistance through a city- or state-administered program, 
funded through FEMA’s Section 403 program, and have successfully transitioned to receiving rental assistance under 
FEMA’s Section 408 rental assistance program. Households displaced from Hurricane Katrina will have their rental 
assistance extended, without need for recertification, through February 24, 2007. Before the extension, these 
households were required to recertify for continuing assistance by October 3 1 . 

October 17, 2006 - 92 national and Gulf Coast housing and poverty advocacy groups write a letter to Department of 
Homeland Security (DHS) Secretary Chertoff, HUD Secretary Jackson and FEMA Director Paulison, urging the 
agencies to address the impending expiration of FEMA’s transitional housing programs and subsequent displacement of 
almost 300,000 households. The letter requests an extension of housing assistance tlirough February 2008. 

The letter states, ’’The scope of the assistance programs still does not match the scale of this catastrophic disaster. 
Without adjustments to these programs, many families who survived Hurricanes Katrina and Rita are likely to find 
themselves homeless within the next four to five months. This mass displacement will severely tax the already-stretched 
resources of Gulf Coast communities trying to rebuild and cities like Houston that generously received and are still 
hosting over 100,000 displaced families. For the families themselves, another displacement could dismantle any 
progress gained after last year’s hurricanes. Waiting until the last minute to extend deadlines and ensure continued 
funding, as FEMA infamously did for households living in motels, will impede proactive recovery activities and put 
more families at risk in the coming months." 

November 29 , 2007 - U.S. District Judge Richard Leon rules that FEMA must resume rental assistance payments and 
pay three months of retroactive payments to certain households denied continuing rental assistance from February 
through August 2006. The agency must continue rental assistance to these households until FEMA can provide clear 
reasons for a denial of continuing assistance and an opportunity for households to appeal the denial. 

Judge Leon ruled in favor of the plaintiffs, agreeing with their claim that letters sent to those denied continuing 
assistance were "ambiguous and unintelligible," and often gave contradictory information. "It is unfortunate, if not 
incredible, that FEMA and its counsel could not devise a sufficient notice system to spare these beleaguered evacuees 
the added burden of federal litigation to vindicate their constitutional rights," Judge Leon wrote. "FEMA's notice 
provisions are unconstitutionally vague and uninfonnative, and a more detailed statement of FEMA's reasons for 
denying long-term housing benefits. ..must be provided In order to.. .free these evacuees from the ‘Kafkaesque' 
application process they have had to endure.” 

December 3, 2006 - FEMA assures Congressional staff that an extension of tlie 1 8-month deadline for FEMA housing 
assistance will be announced sometime during the month of December. 

December 5 , 2006 -- Mississippi Governor Haley Barbour sends a letter to FEMA Director Paulison, urging FEMA to 
extend housing assistance to households displaced by Katrina through February 2008. He receives no answer. 

December 22, 2006 - The US Court of Appeals grants FEMA’s request to stay part of US District Judge Richard Leon's 
order against the agency in the case of ACORN vs. FEMA. This means that, confrary to Judge Leon's order, FEMA does 
not have to reinstate housing benefits for 4,200 Katrina evacuees until after the appeal of the ruling is heard. The Court 
of Appeals is not likely to take up the case until March. 

January 3, 2007 - FEMA tells reporters and Congressional staff diat they plan on maintaining the February 28 
deadline for assistance for the 33,000 households remaining in FEMA’s rental assistance program. FEMA states it will 


727 IS* Street, NW, Sixth Floor • Washington, DC 20005 • Td: 202/662-I530 • fax: 202/393-1973 • email: infQ@nlihc.org • http://www.nlihc.org 



285 


consider extensions of assistance for the 95,000 households living in FEMA trailers and mobile homes, on a case-by- 
case basis. No official annoimcement is made. 

January 9, 2007 - The Louisiana Congressional delegation sends a letter to FEMA Director Paulison, urging FEMA to 
extend housing assistance to households displaced by Katrina dirough February 2008. 

January 12, 2007 - Congressional members meet with FEMA Director Paulison, urging an extension of the deadline 
for temporary housing assistance. During the meeting, Mr. Paulison states that he will meet with the President later that 
day, to request an extension for all FEMA housing assistance programs. According to reports from the meeting, Mr. 
Paulison is optimistic that the President will approve the extension. Mr. Paulison acknowledges the urgency of the 
matter and says he hopes to announce an extension sometime the week of January 22. 

January 12, 2007 ~ Representative A1 Green (D-TX) sends a letter to FEMA Director Paulison, urging FEMA to 
extend temporary housing assistance to households displaced by Katrina. 

January 17, 2007 - Louisiana Governor Kathleen Blanco sends a letter to FEMA Director Paulison, urging FEMA to 
extend housing assistance to households displaced by Katrina dirough February 2008. 

January 19, 2007 - FEMA staff inform Congressional offices that the President has granted a six month extension, 
through August 31, 2007, for all temporary housing programs. No fonnal announcement is made. FEMA staff indicate 
an awareness that temporary housing needs will likely remain in August, and plans to talk with HUD staff about longer- 
term solutions. 

January 29, 2007 - In written testimony before the Senate Homeland Security Committee, Gil Jamieson, FEMA 
Deputy Director for Gulf Coast Recovery, affirms that President Bush has directed FEMA to provide an extension, 
through August 31, of direct housing and financial assistance programs supporting victims of Hurricanes Katrina and 
Rita. “This extension will give us additional time to work with disaster victims, Federal, State and local partners, and 
volunteer organizations, to transition victims to more permanent housing solutions,” Mr. Jamieson says. 

FEMA has still made no formal announcement of the 6-month extension, leaving many questions imanswered. 

January 31,2007- After successfully reinstating more than 1000 households to FEMA’s rental assistance program, 
ACORN dismisses its lawsuit against FEMA. A full 25% of households covered by the lawsuit were found to have been 
wrongfully terminated by FEMA. “Despite the government’s promises to care for the hurricane victims they failed to 
protect during the storms, thousands of evacuees were literally left out in the cold by FEMA,” said Michael Kirkpatrick, 
a lawyer for Public Citizen who litigated the case. “Our lawsuit has held the agency accountable for its failures and 
resulted in about $6 million in additional benefits to flow to the hurricane survivors.” 
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08-30-2D06 04;5!)pin From-LONE STAR LEGAL AID 


+713B523814 T-847 P. 002/003 F-120 


Declaradon of Susaime Sere 


1 . My name is Susanne Ser^. I am an attorney licensed to practice law in tbe State of Texas. My 
State BarNmnber is 18032340. 1 also am licensed to practice law in the United States District 
Courts for the Southern District of Texas, 

2. 1 am employed by Lone Star Legal Aid as the Attorney Manager for the Public Benefits and 
Special Projects Units, Houston office. As part of my duties with Lone Stax Legal Aid, I 
supervised seminars designed to provide hurricane evacuees \rith assistance in the preparation of 
pro se letters to t^peal FEMA’s denial of eligibility for Section 408 housing assistance. We have 
assisted hundreds of evacuees from Hurricanes Katrina and Rita, 

3. Based on discussions with the evacuees, it clear that vay few, if any, knew file criteria for 
Section 408 housing assistance eli^ility. Tho overwhelming majority is completely confused by 
the circumstances, did not understand the rEason(s) for the denials of bousing assistance and 'did 
not know what information must be provided to establish eligibility. Many evacuees had entered 
into 12 month leases and did not know whytheir assistance and their leases are being terminated. 

4. Many evacuees received several letters from FEMA. Some evacuees had a series of letters 
resulting in multiple reasons for denial. Evacuees had letters that were conftising and at times 
appeared to he contradictory. For example one evacuee received a denial letter based on 
"insufficient damage"; approximately one month later she received another letter stating that the 
basis for denial is iat "applicant withdrew voluntarily”. At least one evacuee received a letter 
from FEMA stating that she was eligible Ibr Section 408 assistance and then received a 
subsequent letter stating that she was ineligible. 

5. Many evacuees received vague denial letters fiom FEMA. Some letters gave the reason for 
denial as "other" or "other reason”. Some letters stated that FEMA was "sending this letter to 
help clarity the teimination of FEMA’s subsidy of your current rental unit" but gave no 
reason for fire deniaL Evacuees' attempts to obtain clarification from FEMA frequently resulted 
in further confusion. 

6. One evacuee who had been denied on the basis that be had withdrawn his request for 
assistance called FEMA lo discuss his denial. When he explained that he had not withdrawn his 
application, he was advised that the denial might be based on "insufficient damage" because he 
failed to meet the inspector at his pre-disaster residence. 

7. SevCTal evacuees believed the reason for fiieir denials was because of a fkilure to meet wifii an 
inspector to assess damages to their pre-disaster residences. One evacuee was in the hospital at 
the time of the scheduled inspection and so notified FEMA. Another evacuee had met with an 
inspector to survtty the damage but failed to meet with a second inspector when notified of the 
inspection at the time it was in progress over 100 miles away. Many evacuees simply were 
unable to travel the distance to return to thdr pre-disaster residOTces and were unaware that they 
could request a representative to act on their behalf. 
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8. Several evacuees that we have seen were denied on the basis that they are receiving other 
housing assistance, but the onJy housing assistance they are receiving is the Section 403 
assistance that is being terminated. Another evarace was advised by FEMA that she would need 
to obtain a statement from HUD indicating that she is not receiving housing assistance from 
HUD. 

9. 1 have been with legal aid for over 27 years. After meeting with these evacuees and listening to 
their stories, I have to conclude that their plight with FEMA may be the most con&sing and 
chaotic circurastances 1 have seen. 

10. FEMA has scheduled the termination of the 403 program ibr the majority of evacuees in 
Houston for August 31, 2006 based on FEMA’s position that a final determination regarding 408 
eligibility has been made. It is my understanding that approximately 1 800 evacuee households 
will continue to receive 403 rental assistance for flic month of September because FEMA has not 
made a “final” determination regarding 408 digibilily. Because many of the evacuees have little 
income, they will undoubtedly face eviction when September rent is due. 

1 1 . In Texas, the eviction process is very short. A landlord first needs to give a three day notice 
to vacate (or one day if the lease allows). After the notice to vacate expires, the landlord can file 
the eviction case with Ihe justice court Die justice court schedules an appearance within six to 
ten days. If the court rules for the landlord, Ac writ of possession can be issued after five days. 
However, once a tenant defaults, a landlord does not have to accept the rent and can instead 
choose to evict tlie tenant. In my experience, landlords that end up filing eviction cases usually 
do not want the rent, but instead require the tenant to vacate. 

12. Unless FEMA is required to provide proper explanations of denials to evacuees and is 
required to continue the 403 program until they do, many evacuees that would otherwise be 
entitled to housing assistance will likely be evicted. 

Pursuant to 28 U.S.C. § 1 746, 1 declare under penalty of perjury that the foregoing is true and 
coirea. 




288 


09/B5/200S (t|5'fe‘'l:06§!;?^(3^B?P-RJL Document #^’R®3^/&®W06 Page 2 of 9 p^se 02/03 


IN THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA. 


ASSOCIATION OF COMMUNITY 
ORGANIZATIONS FOR REFORM 
NOW (ACORN), et al. 

V. ■ 

FEDERAL EMERGENCY MANAGEMENT 
AGENCY (FEMA), 

Defendant 


§ 

§ 

§ 

§ 

§ avi] Action No. 06- 1 52 1 -RIL 

5 

§ 

§ 

5 

§ 

§ 

§ 


Declaration of Michelle A- Akers 


I, Michelle A, Akers, declare the following based on my personal Imowledga; ' 


1. 1 am over 21 years of age and competent to make this declaration. 


2. I have been a Hurricane Relief Case Manager from September 26, 2005 to August 1, 2006. I 
work fer a nonprofit agency called Caritas of Austin that works with the low income and working 
poor as well as tlie homeless populalion. I have a degree in social work a Masters in Coun-selmg 
and am license to practice in Texas. . 


3, In this capacity I have worited with all types of hurricane survivors and their families to 
become self sufiBoient in Austin. I have seen in some capacity over 60 individuals/fhmilies as 
well as completed outreach aotivltiea on behalf of the needs of the survivors. 

I 

4. 1 have numerous problems witli FEMA. One problem of late has been been proof of identity, 
FEMA has told people that a state identification card and a social security card are not enough. 
One client had to provide verification of a social security number and copies of IRS documents 
even though she had sent in the typical identification infoimatiotr Another concern is lack of 
information. Tlie notices fiom FEMA are unclear and usually fail to describe the problem with 
any specificity. Appeals take months in many cases. Often people do not have one week if it 
involves rental payment because the client will face eviction wi&out assistance. Because the 
mfbrmalion system is so poor and the appeals take so long, people who are otherwise entitled to 
assistance are evicted while the red tape is being sorted out. If the notices and information were 
approved, the problem could hopefully be addressed the first time before it is too late. 
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5. FEMA’a system, even now, has been the most difQouIt system to deal with compared to all 
the other systems I navigate. FEMA appears to change the guidelines, deadlines and definitions 
of what they require in mid stream. It is fiaistrating and very demeaning for file residents of the 
Gulf Coast to have to continue to prove they are worthy of these benefits when they are victims 
of a natural disaster. 


Pursuant to 28 U.S.C. § 1 746, 1 declare under penalty of peijuiy that the foregoing is true and 
correct. 

nyiAjUijJ^ 0. gMa^ 

Michelle A. Akets, LS W, MA 
ReEntry Case Manager 
Caritas of Austin 
479^10 Ext #242 
makers@caritasofaustin.org 


03/03 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 


ASSOCIATION OF COMMUNITY 
organizations FOR REFORM 
NOW (ACORN), et al. 

Plaintiffs, 

V. 

FEDERAL EMERGENCY MANAGEMENT 
AGENCY (FEMA), 

Dafendant 


5 

§ 

§ 

§ Civi) Action No. OS-1521-RrL 
§ 

§ 

§ 

§ 

§ 

§ 

§ 


Declaration of Zeynep Kleiman 


I Zeynep Kleiman, declare (lie following baaed on my personal knowledge: 

1. 1 am over 21 years of age and competent to make this declaration. 

2. 1 am a social worker and have been a part-time employee at Caiitaa of Austin Hurricane Relief 
Program since Fehmaiy 2006. I’ve woiked with about 20 Katrina survivors. 


3. It has been a veiy ftustrating process to deal with FEMA in general. About 90 percent of my 
cUents have been disabled and tbeir needs have been very high. I have found communications 
with F.EMA to be very confusing, unclear, and intimidating for my clients. The letters FEMA 
sent out do not speeift: the reason for denial clearly and sometimes no reason is given at all. You 
can get even have two contradicting letters one after another. FEMA’s documents are vague and 
confusing enough to me, but they ate totally wortliless to many of my clients who have literacy 
issues or low education. Calling .FEMA does not always solve the problem ei ther. My 
experience calling FEMA to get specifics ^out a case or to check on a claim has varied 
according to who answers the phone. I have talked to some FEMA workers that elaim to know 
exactly what I needed to do and attempted to be very helpful. Of course, the information they 
provided did not always work. In 6ct, most of the time FEMA workeia were not able to give me 
a decent answer or any assistance after being on the phone with them for 45 minutes. 


4, As ftustrating as it is, I will continue to work with hurricane survivors and help them go 
through obstacles because I know a lot of them would have quit fighting if they didn’t have 
support. 
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Pursuant to 28 U.S.C. § 1746, 1 declare under penalty of peijmy that the foregoing is true and 
correct. 



Hurricane Relief Team Case Manager 
Caritas of Austin 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 

ASSOCIATION OF COMMUNITY § 

ORGANIZATIONS FOR REFORM § 

NOW (ACORN), et al. § 

§ 

Plaintiffs, § Civil Action No. 06-1521-RJL 


V. . § 

§ 

FEDERAL EMERGENCY MANAGEMENT § 

AGENCY (FEMA), § 


Defendant. § 

Declaration of Nova McGiffert 


I, Nova McGiffert , declare the following based on my personal knowledge: 


1. 1 am over 21 years of age and competent to make this declaration. 


2. 1 am a case manager with a nonprofit called Caritas in Austin, Texas. I have worked with 19 
evacuee households Brom Hurricanes Katrina and Rita since July. Of those households, 1 7 have 
had difficulty with FEMA in either the recertification process or securing benefits at all. Many of 
my clients have lost valuable time in the appeal and recertification process because of lack of 
information from FEMA's denial letters and phone representatives. 


3. One client, a survivor from Hurricane Rita, has been going back and forth with FEMA on what 
they call an “Insufficient Damage” appeal for months. He receives contrary information about 
needed documentation virtually every time he calls FEMA. The letters firom FEMA are of little 
help. Because he lives far from his hometown, securing photographic documentation of his 
home's damage took over one month. When he finally called FEMA with the photographs in 
hand to ask how to best send the pictures, the FEMA representative told him that photographs are 
insufficient proof of damage. The reasoning she gave is because FEMA's scanners do not present 
a clear enough picture to use as evidence. Now he is told that he needs a formal estimate fiom a 
licensed contractor of the amount of damage. He is now one month closer to homelessness and 
without emergency rental assistance, this client and his 13 year-old son would be in line at the 
shelter. He is on social security disability and has been actively looking for a part-time job. 


4. If FEMA had to specifically state the problem in writing, and provide an explanation of what 
is required to address the problem, my clients would be better able to quahfy for assistance 
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timely. The current system wastes valuable time and places an unfair burden on evacuee 
families. FEMA’s system has been confused from the beginning and has yet to be improved. I 
am hoping something can be done to prevent another family from becoming homeless that 
should not be. 


Pursuant to 28 U.S.C. § 1 746, 1 declare under penalty of perjury that the foregoing is trae and 
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£N THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF COLUMBIA 


ASSOCIATION OF COMMUNITY 
ORGANIZATIONS FOR REFORM 
NOW (ACORN), e/fll 

Plaintiffe, 

V. 

FEDERAL EMERGENCY MANAGEMENT 
AGENCY (FEMA). 


§ 

§ 

§ 

§ 

§ Civil Action No. 06-1521-RJL 
$ 

§ 

§ 

§ 

§ 

§ 

§ 


Dofendant 


Declaration of Kirsten Mindrum 


I, Kirsten Mindrum, declare the following based on my personal knowledge: 

1 . 1 am over 2 1 years of age and competent to make this declaration. 


2. 1 am a ease manager for survivors of Hunicaiie Katrina aL Ihe Arc of the Capital Area, a local 
nonprofit in Austin, Texas. My involvement with FEMA began when I volunteered with FEMA 
from October 26 to November 24, 2005, as a part of a collaboration between FEMA and flic US 
Peace Corps. During this time 1 met with evacuees in the state of Oklahoma who, two months 
later, were still living in hotels. I assisted them with their FFMA application, and gave 
infiirmation and guidance on how to obtain long-term belter and resources. Beginning Feb. 21 , 

2006, 1 began my job at the Arc of the Capital Area, providing case management to Katrina 
survivors with disabilities. I have worked with about 35 families at this agency, 25 of. which 
needed assistance with acquiring their FEMA benefits. 


3. 1 have found many FEMA employees to be helpful and straightforward with the information 
they have available to them. I knew some FEMA employees who were working 80 hours per 
week and doing everything that they could. However, I have come acro.ss major inconsistencies 
and contradictory information relayed by FEMA employees in what seems to be a process that 
intentionally weeds out disaster victims by being unclear about the information that FEMA 
requires. For example, Client A was deemed ineKgibie for continued rental assistance. Client A 
and I are informed that an inspection needs to be done at the damaged dwelling. Though the 
house has btaai tom down, and reb uilt, the inspector still needs to see the inside of the house. 
Though this is purposeless in acquiring any information about the damaged dwelling, Client A 
finds a family member wiflr a key to meet the inspector. Two weeks later, we check with 
FEMA’s helpline (1-800-621-FEMA) again. Now, there is a problem with shared households. 
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Applicant A lived with her mother in New Orleans. They were separated after the hurricane and 
Client A ended up in Austin, TX and mother in Atlanta, GA. Both have acquired jobs in their 
respective cities and Client A is supporting her 17-year-old brother who is enrolled in school in 
Austin, TX, An appeal is written to explain. Seve^ weeks later, another call to FEMA is made, 
and now there is a problem with the mother having flood insurance and there being no landlord 
tenant relationship between the mother and Client A. None of the FEMA notices explain this, 
what to do, or how to address the problem. The notices are so vague FEMA uses them to olarm a 
multitude of pioblems, one after another. There is no transparency, and information is being 
withheld which drags out the process of appeal and leads to evictions and homelessness. 


4. Hie process of finding out what documentation is needed by FEMA can be extremely difficult. 
Applicant B has written three housing plans (a requirement for continued rent assistance FEMA 
says), all deemed inadequate by FEMA. The FEMA hotline representative is unable or 
unwilling to tell the survivor or me why the housing plan is inadequate. After waiting two weeks 
for the bousing plan to be processed each time. Applicant B is now in court being evicted. Now 
she will not be eligible for HUD’s Public Housing either. FEMA withheld information that was 
needed by my client, and has done so in many other ca.ses. This is wrong, ni.sa.ster victims 
should know what is needed from them. These are only two examples amongst 25 . As I stated 
earlier. I trust FEMA Helpline employees on the phone to be straightforward with the 
information that they have available to them. The problem may lie herO'-the complete 
information is not available to them either, and it is certainly not available to the evacuees or 
their advocates. Of course I cannot imagine what evacuees face without assistance from a 
caseworker. FEMA’s system is extremely difficult with assistance from a caseworicer like me 
who has on office, internet access and a ^ madiiiie. It must be even more difficult for a 
survivor without help. FEMA’s notices must be improved at the very least so the process is fair 
for everyone. 


Pursuant to 28 U.S.C. § 1746, 1 declare under penalty of pcijuiy tliat the foiegoiugis (rue and 
correct. 
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Principles for Redevelopment of Pnblic Housing Damaged by Hnrricanes Katrina and Rita 

The need for rental housing affordable to the lowest income people is acute in the communities 
affected by Hurricanes Katrina and Rita, HUD and local public housing authorities (PHA) have an 
obligation to repair and reopen as much public homing as possible as soon as possible. 

Some public housing in the Gulf Coast affected areas has been reoccupied by its residents or the 
residents never evacuated. Given the acute shortage of rental housing that is affordable to the 
lowest income people in the Gulf Coast affected areas, HUD should declare a moratorium on 
any demolition, disposition, or redevelopment of public housing that is currently occupied in the 
Gulf Coast affected areas for the foreseeable future. 

However, for those public housing buildings that are currently closed and where it is independently 
determined that partial or complete redevelopment is required to assure the long term sustainability 
of housing affordable to the people who lived there prior to evacuation, the following principles 
should apply. 

1 . No redevelopment of public housing damaged by Hurricanes Katrina and Rita will 
result in a net loss of the number of physical publicly assisted rental units, including 
accessible units, that were in the jurisdiction prior to Katrina or Rita nor will any 
redevelopment result in a net loss of any rental housing units that were in the 
jurisdiction prior to Katrina and Rita that are affordable and targeted to extremely low 
income households. New development will not decrease the number of rental units with 
three or four bedrooms needed by large families. 

2. Redevelopment must take place with all deliberate speed, so that residents can return 
home and reoccupy units as soon as possible. 

3. All residents of public housing in good standing at the time of evacuation must have the 
absolute right to return to a publicly assisted housing unit that is at least comparable to, 
and preferably an improvement of, the unit from which the household evacuated. 

4. If the exact unit from which the household evacuated is not habitable, the household 
must be offered the following choices: 

• for a household living outside of the jurisdiction where its public housing 
unit is located: 

o the household can continue to occupy the unit it is currently in with 
guaranteed continued Disaster Voucher assistance (DVP) until such 
time as its new unit in its home jurisdiction is ready for occupancy. If 
the PHA in the jurisdiction where the household is now living is not 
participating in DVP, HUD shall provide an alternative means by 
which the household can participate in DVP. HUD shall obtain an 
extension of the 1 8 month limitation on use of DVP assistance, 
o the household can return to its home jurisdiction and reside in 
another rental unit that the PHA will provide (either public housing 
or private housing rented with continued Disaster Voucher 
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assistance) until such time as its new unit is ready for occupancy. 
HUD shall obtain an extension of the 1 8 month limitation on use of 
DVP assistance. 

o the household can opt to receive a portable Housing Choice Voucher 
(HCV) and give up its lease on its public housing unit. If at a later 
point, a household who has given up its public housing lease returns 
to its original jurisdiction and wishes to live in public housing, the 
household will be given a preference on the public housing waiting 
list. 

• for a household living in the jurisdiction where its public housing unit is 
located; 

o the household can continue to occupy the unit it is currently in with 
guaranteed continued Disaster Voucher assistance until such time as 
its new unit in its home jurisdiction is ready for occupancy. HUD 
shall obtain an extension of the 18 month limitation on use of DVP 
assistance. 

o the household can opt to receive a portable Housing Choice Voucher 
and give up its lease on its public housing unit. If at a later point, a 
household who has given up its public housing lease returns to its 
original jurisdiction and wishes to live in public housing, the 
household will be given a preference on the public housing waiting 
list. 

5. Every displaced public housing head of household must be informed of his or her 
housing choices now and provided with appropriate counseling and other support 
services needed to make the best possible choice for his or her household. If the 
household has reconfigured, the current head of household must be provided with the 
appropriate counseling. 

6. Every displaced adult public housing resident, wherever he or she may be, whose 
household makes the choice to return to redeveloped public housing must be offered a 
genuine opportunity to be an active participant in the redevelopment planning including 
the design of the new homes and projects. 

7. When a household gives up a lease, thereby creating a public housing vacancy, the 
PHA must first offer the unit to another displaced public housing household and then go 
its waiting list if there are no other displaced public housing households who are 
interested. The offer of a unit shall be on the same conditions as outlined in #4 above. If 
the PHA exhausts all names of displaced public housing households who want to return 
and of applicants on its waiting list and still has vacancies, it must open up a new round 
of applications and offer eligible applicants the same choices outlined in #4 above until 
all vacancies are filled. 

8. HUD must provide or assure sufficient funding to fully implement these requirements. 
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9. HUD must provide ali public housing households displaced by Hurricanes Katrina and 
Rita with timely and complete information about these and other policies and about the 
status of public housing redevelopment in the jurisdictions from which they evacuated. 

October 1 0, 2006 

Catholic Charities USA 

ENPHRONT (Everywhere Now Public Housing Residents Organizing Nationally Together) 
Enterprise Community Partners 
Florida Legal Services 

From the Lake to the River: The New Orleans Coalition for Legal Aid and Disaster Relief 

Lawyers Committee for Civil Rights Under Law 

National AIDS Housing Coalition 

National Alliance to End Homelessness 

National Community Reinvestment Coalition 

National Fair Housing Alliance 

National Housing Conference 

National Housing Law Project 

National Housing Trust 

National Law Center on Homelessness and Poverty 
National Low Income Housing Coalition 
New Orleans Legal Assistance 

New Orleans Neighborhood Development Collaborative 

Oxfam America 

PolicyLink 

Providence Community Housing, New Orleans 
Technical Assistance Collaborative 
Texas Low Income Housing Information Service 
U.S. Jesuit Conference 
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Good Morning Chairman Frank, Ranking Member Bachus, and Committee Members. 

I am David Garratt, Acting Director of Recovery at FEMA. It is an honor to appear before this 
committee to discuss FEMA’s involvement in the Federal housing response to Hurricane 
Katrina, We at the Department of Homeland Security and FEMA appreciate your interest in the 
housing challenges presented by the scope and scale of Hurricane Katrina that we continue to 
face. 


Hurricane Katrina, in conjunction with several other devastating storms of the 2004 and 2005 
Hurricane Seasons, thoroughly tested the capabilities of FEMA, the Department, and the Nation, 
including the many States and communities across the country who hosted displaced evacuees 
from the affected Gulf Region. The magnitude of devastation from Hurricanes Katrina and Rita 
was overwhelming; it taxed and strained assistance resources and capabilities at all levels. Yet, 
while these disasters tested our plans and processes as never before, FEMA, working closely and 
collaboratively with our Federal and State partners, has provided more assistance, and provided 
that assistance faster, than ever before. 

• 44 States and the District of Columbia received Emergency Declarations and have been 
reimbursed for over $750 million in sheltering expenses. 

• Approximately $6.3 billion has been provided to over 1 million households through 
FEMA’s Individual and Households Program. 

• More than 120,000 households have been provided temporary housing units (travel 
trailers and mobile homes) through FEMA’s Direct Housing Mission. 

• Over $6 billion of Public Assistance funding has been provided to LA, MS and AL to 
reimburse expenses for Emergency Protective Measures, Debris Removal and 
Infrastructure Repair. 
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While much work remains, and many years of rebuilding lie ahead, we have made tremendous 
progress, and we will continue to do so. 

I recognize that the Committee’s focus today is centered on the ongoing efforts to rebuild 
housing in the Gulf Coast Region, so I will focus my comments on the FEMA Recovery 
Programs and initiatives that directly relate to this important and continuing effort. 

Under section 408 of the Robert T. Stafford Disaster Relief and Emergency Assistance Act, 
FEMA is authorized to provide housing assistance via our individuals and households program, 
which includes: rental assistance, home repair assistance, home replacement assistance, and 
direct housing. I’ll discuss each briefly, but before doing so would like to note that the 
temporary housing assistance programs and authorities in force during Hurricane Katrina were 
not designed to provide long-term housing solutions. FEMA Temporary Housing Assistance, as 
authorized by Section 408 of the Stafford Act, was instead designed to provide a safety net, 
allowing FEMA to support eligible victims with timely but temporary accommodations while 
they work to find a permanent housing solution as part of their individual road to recovery. 
Nevertheless, FEMA will continue to work closely with those agencies and organizations that are 
better able to assist those remaining victims with continuing long-term housing needs. 

Let me begin with Rental Assistance: FEMA may provide rental assistance for eligible 
individuals whose homes have been made uninhabitable or inaccessible due to the disaster and 
whose insurance benefits do not cover alternative living expenses. In the case of Hurricane 
Katrina, the majority of this assistance has been provided to evacuees residing outside of the 
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damaged area. In total, more than $2. 1 billion of rental assistance has been distributed to over 
672,000 households. Currently 35,000 continue to receive a form of rental assistance payment. 

Home Repair Assistance . For eligible applicants from Hurricanes Katrina and Rita, FEMA is 
authorized to provide up to $5,200 in home repair assistance to eligible victims of Hurricane 
Katrina. Repairing a home to make it livable, where that option exists, is a preferred remedy, as 
it keeps people in their homes, in their communities, and is cost effective. However, in an event 
as massive and destructive as Hurricane Katrina, this is not always a viable option, as many 
families suffered major damage to, or total destruction of, their homes. However, for the many 
families that sustained moderate or minor damage to their homes, this is often the fastest and best 
housing assistance remedy. To date, FEMA has provided over $3 1 8 million in home repair 
payments, helping make more than 129,000 homes habitable across the Gulf Region following 
Katrina. 

Home Replacement Assistance . FEMA is authorized to provide up to $10,500 in home 
replacement assistance to eligible victims of Hurricanes Katrina and Rita. Thus far, in the four 
Gulf States most heavily impacted by Katrina and Rita (Alabama, Louisiana, Mississippi, and 
Texas), FEMA has provided more than $300 million to over 29,000 households to assist them 
towards the purchase of replacement housing. It is important to note that neither the repair nor 
replacement assistance that FEMA provides is intended to substitute for insurance, nor can 
FEMA assistance duplicate any insurance benefits. 
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In most disaster settings, temporary housing needs ean be adequately addressed by FEMA rental, 
repair, or replacement assistance. However, as we are all acutely aware, Katrina was no typical 
disaster. Katrina destroyed or significantly damaged tens of thousands of housing resources, 
greatly limiting our standard temporary housing options. In such a situation, where traditional 
fixed housing resources are not available, FEMA can provide direct housing assistance, in the 
form of temporary housing units, to eligible applicants. 


Direct Housing Assistance can be acquired from the Federal government by purchase or lease, 
(such as apartments), but, most often, through the provision of manufactured housing (travel 
trailers and mobile homes). Following Katrina, both options were employed. Direct leases were 
secured to house evacuees outside the impacted area and manufactured housing was provided 
within the most heavily damaged areas of Louisiana, Mississippi, and Alabama, providing the 
option for many disaster victims to remain in their communities and close to their jobs, families, 
friends, and their children’s schools. In some cases, families were able to remain on their own 
property, 

• At present more than 9 1 ,000 applicants continue to receive a form of direct housing. 

• Over the course of the last 17 months, FEMA has housed more than 120,000 households 
in temporary housing units (travel trailers and mobile homes). In a sign of progress, the 
total number of households currently living in temporary housing has decreased to 91,000 
and 96 percent of the housing requests have been resolved. 

• 80 percent of temporary housing units are on private sites where individuals are 
rebuilding their homes. 

• For pre-disaster renters or those without a private site, FEMA has constructed over 1 1 5 
group sites in order to house individuals in Louisiana. 


Direct housing is initially authorized by the Stafford Act for up to 1 8 months from the date of the 
disaster declaration, but the President may extend that period if he determines that, due to 
extraordinary circumstances, it would be in the public interest to do so. President Bush directed 
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FEMA to provide an extension of both the direct housing and the financial housing assistance 
programs; the new extension allows FEMA to continue to provide housing assistance through 
August 31, 2007. This extension gives us additional time to continue our work with disaster 
victims, federal, state and local partners, and volunteer organizations, to transition victims to 
more permanent housing solutions. 

Congress recently took some important legislative steps to help us address the challenges of 
disaster housing, both for those affected by Hurricane Katrina, and those who may be faced with 
similar housing needs in future disasters. 

In the 2006 emergency supplemental, Congress appropriated $400 million to FEMA for a pilot 
program that could identify and evaluate new alternatives for housing disaster victims in the 
aftermath of a disaster. That legislation required that FEMA target the funding and assistance to 
those States most affected by the hurricanes of 2005. Accordingly, Alabama, Florida, Louisiana, 
Mississippi, and Texas were invited to submit applications as part of a competitive process to 
identify the most innovative and promising alternative disaster housing solutions. This 
competitive grant process was designed to ensure that those proposed projects that met the 
greatest number of selection criteria received first consideration. The alternative housing pilot 
program (AHPP) grant guidance was released September 15, 2006, and applications from the 
five eligible gulf coast states were due October 20, 2006, Each of the five eligible states 
submitted applications, which collectively contained 29 discrete project proposals. The 29 
proposals totaled almost $1.2 billion in requested grant money, well in excess of the $388 
million made available for award, with the remaining $12 million (three percent of the total) 


6 



305 


reserved for necessary administrative costs, management costs, the pilot evaluations, and any 
needed amendments. The Department of Housing and Urban Development (HUD), a key 
partner of ours in this pilot program, will lead a formal evaluation of all approved pilot projects. 
Five projects were selected by FEMA for potential grants across the four states that submitted 
competitive applications. Each project is being reviewed to ensure viability, and, upon 
successful completion of that review, will move forward to funding. 

The FY 07 Homeland Security Appropriations Bill also made broad changes to the Stafford Act, 
many designed to allow FEMA greater flexibility in meeting future disaster housing needs. Key 
changes include the requirement for a pilot program that will allow for the repair of pre-existing 
rental units under FEMA housing assistance, as well as a requirement to develop a national 
disaster housing strategy. There are other changes, and work on all of them is well underway. 

While finding housing for the many displaced households of Hurricane Katrina has been, and 
will continue to be a challenge, FEMA remains committed to providing or coordinating 
continued assistance to these victims. Together, with our federal, state, local, private, and 
voluntary agency partners, we will continue to pursue assistance solutions that will effectively 
and compassionately help individuals and households recover and re-establish their lives in the 
gulf coast region. 

Thank you. I am prepared to answer any questions you may have. 
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Good afternoon and thank you for the opportunity for the Mississippi State 
Conference of the NAACP to participate in this hearing. My name is Derrick Johnson 
and I am the State President of Mississippi NAACP. 

Founded in 1909, the National Association for the Advancement of Colored 
People (NAACP) is the nation’s oldest and largest civil rights organization. The 
Mississippi State Conference of the NAACP has been active in providing civil rights 
advocacy for over 62 years with a mission to ensure the political, educational, social, and 
economic equality of rights of all persons and to eliminate hatred and discrimination. 

The day following Hurricane Katrina stuck the Mississippi Gulf Coast, I received 
a call from our Branch President Mr. James Crowell, a resident of East Biloxi, seeking 
emergency assistance for the residence of East Biloxi. East Biloxi is a working class 
community which consists of mainly working class and poor residents and is about 40% 
African-American, 40% Vietnamese, and poor whites. However, it was days before any 
governmental or relief agencies established a presence in the area following the hurricane 
to provide any assistance or relief. In responds, MS-NAACP, with support from our 
regional ofBce in Atlanta, GA, coordinated and loaded three truck loads of food, water, 
clothes, and other items within five days of the Hurricane. 

Our East Biloxi office was completely damaged as we setup a distribution center 
at a local Baptist Church. After surveying the Gulf Coast and rural communities affected 
by Katrina, we identified a pattern where African-American and low-income 
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communities were not receiving aid from FEMA, the American Red Cross, and other 


relief agencies. As a result, MS-NAACP setup 22 distribution centers across the affected 


area serving an estimate of 50,000 victims of the Hurricane within two weeks of the 


storm. 


With over 134,112 homes receiving damage and 65,000 completely destroyed, 
more than 50,000 received flood damage and 35,000 of those homeowners having no 
flood insurance*. Hurricane Katrina was by far the worst natural disaster in Mississippi’s 
history. Shortly after Hurricane Katrina made landfall, the Governor of Mississippi 
announced the formation of the Governor’s Commission on Recovery, Rebuilding and 
Renewal, of which I was later invited to serve as a vice-chair. In the Commission’s final 
report to the Governor it found that; 

“While the hurricane’s winds and waters affected everyone in its path, some were 
affected more dramatically than others. The role of personal assets in enabling 
people to survive and recover is important, and the presence or absence of assets, 
and insurance on those assets, will determine who can participate in the long-term 
rebuilding of South Mississippi.” 


However, the commission’s finding, as were most of their recommendations, would go 
on deaf ears with Mississippi’s Executive Branch. 

The Federal Government appropriated Mississippi just under $5.1 billion in 
Community Development Block Grant (CDBG) funds an amount that is greater than 
Mississippi total state budget. These funds were completely administered by the 

' Benjamin Mokry “Estimate of Destoryed Damaged by Hurricane Katrina in Mississippi” Mississippi 
Home Corporation: Jackson, MS. October 2005; and Mark Bernstein, et al. Rebuilding Housing Alons the 
Mississippi Coast Ideas for Ensuring an Adequate Supply of Affordable Housing Rand Corporation: Santa 
Monica, CA 2006. 
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executive branch with no provision under state or federal law for the state legislator to 
have any input or oversight on how funds would be dispersed. As a result, there have 
been numerous concerns raised about contracts awarded to private companies to 
administer CDBG funds including questions about a locative contract awarded to current 
sitting state senator. 

With the requirements that 70% of CDBG funds be used to benefit primarily low 
and moderate income persons being WAIVED by the federal government, Mississippi 
initially instituted a plan that provided no provisions for home renters and other low 
income victims of the storm^. The Executive Branch designed the “Hurricane Katrina 
Grant Program” exclusively for Gulf Coast homeowners. The program was highly 
undersubscribed and only about half of those expected (17,639) applied. To date, 
approximately 10,000 people have received checks amounting to $677,969,715. 

Through ongoing community pressure and over year after Katrina, the state 
announced in December 2006, a second phase for the use of CDBG funds for low income 
homeowners. Unlike the first phase, which was developed largely in isolation from 
community input, the second phase incorporated many recommendations from people 
living and working on the MS Gulf Coast to expand the reach to the recovery money. As 


^ Mississippi Hurricane Katrina Grant Program Phase I required residents to meeting the following criteria 
to be awarded a CDBG grant: 

1. You owned and occupied your home, 

2. Your home was located on one of the three coastal counties 

3 . Y our primary resident 

4. Maintained homeowner insurance 

5. Your home was outside the pre-Katrina designated flood zone 

Homeowners who qualified could receive the up to $ 1 50,000 or the insured value of their home. 
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a result of the collaborative process between the executive branch and community 
groups, the second phase will be much more inclusive of low-income, elderly and 
disabled people than the first phase and will reduce the need to borrow money to rebuild. 
We are in support of the second phase and the process that was used to develop it. 

Affordability has emerged as one of the most prominent threats to rebuilding 
efforts on the Mississippi Gulf Coast. While affordability issues affect homeowners and 
renters in different ways, the issues have the same effect of pricing long time residents 
out of Gulf Coast housing market. Increases monthly insurance payments for 
homeowners have become extremely expensive and increased premiums for rental units 
are passed down in the form of higher rents. 

Insurance scenarios have greatly affected housing affordability. Insurance 
policies issued since the hurricane have increased monthly payments by $200-$300. 
Property values have also risen significantly since the storm making homeownership less 
attainable than prior to the storm. All policies renewed and new policies written by the 
Mississippi Windstorm Underwriting Association have experienced a 90% increase as of 
Oct. 2, 2006. A home valued at $100,000 with $40,000 in contents will jump from 
$1 017 to $1924 per year in insurance premium payments. Additionally, homeowners are 
expected to have a hazard insurance policy (currently valued at about $500 per year) and 
a flood insurance policy (currently valued at $200 a month). 
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Rising property values have also raised affordability challenges. The following 
table illustrates property value trends in Harrison County: 


Harrison County Neighborhoods 

Home Prices Pre and Post Hurricane 

. _ .... 


Pre Hurricane 

Post Hurricane 


Neighborhood 

Home Prices 

Prices 

Increase 

Low-income 

$53,400 - $63,000 

$11 1,000 -$127,500 

93% - 98% 

Moderate 

$110,000 -$115,290 

$152,500 -$165,000 

39% - 43% 

High 

$158,000 -$187,000 

$223,000 - $240,000 

28% -41% 

Source: Residential Real Estate Comps; Harrison County 


Renters also face a unique set of circumstances in that affordable rental units may 
not be replaced 1 for 1 as this requirement was WAIVED in the 2005 Federal 
Supplemental Bill passed by congress. According to FEMA estimates, nearly 6,000 
rental units were either severely damaged or destroyed. The following characteristics are 
contributing to increase in market rents; 


5 









311 


UNITED STATE HOUSE OF REPRESENTATIVES 
COMMITTEE ON FINANCIAL SERVICES 

TESTIMONY SUBMITTED BY: 

DERRICK lOHNSON, STATE PRESIDENT 
MISSISSIPPI STATE CONFERENCE NAACP 

• Storm damage to existing units has created a scarcity in an economy driven by 
service sector employment which contributes to a high number of employees in 
low-wage jobs that require an affordable place to live; 

• Influx of government, private sector and nonprofit workers / volunteers from 
outside the Gulf Coast has increased competition for existing units. 

According to a 2004 apartment survey conducted by Gulf Regional Planning 
Committee, the average rent for a two-bedroom apartment in Gulfport was $561 and the 
average rent in Biloxi was $581, Recent information collected by the GRPC puts those 
figures currently at close to $700. 

Additionally, there are few incentives to rebuild affordable rental units for 
developers. While significant levels of Low Income Housing Tax Credits have been 
made available there are limited efforts to create units that are affordable for a family of 
four with annual incomes below $37,500. During the first round of Tax Credit 
Allocations, credits were allocated to build 1,006 units. At least 120 of the units will be 
built for families of four with annual incomes at $23,450 and 20 will be built for families 
of four with annual incomes of around $19,000. At least three other projects will include 
units at 50% and 60yo of the area median income; however I do not have information on 
those units at this time. 
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TESTIMONY 

Thank you for inviting me to testify today on behalf of UNITY of Greater New Orleans, 
an award-winning collaborative of 60 non-profit and governmental agencies providing 
housing and services to end and prevent homelessness in New Orleans and neighboring 
Jefferson Parish. 

Since Katrina and the catastrophic levee failures, the agencies in the UNITY 
collaborative are struggling mightily every day to meet even a fraction of the housing 
needs that we see. We estimate, based on data from our agencies and the counts of 
outreach agencies, that there are a minimum of 12,000 persons who are literally homeless 
on any given day in New Orleans and Jefferson Parish — twice the number of persons 
who were homeless pre-Katrina. These are persons who are living on the streets, in cars, 
in abandoned buildings, and in housing designated for the homeless. Untold thousands 
more are at grave risk - paying unaffordable rents that have skyrocketed in a market in 
which so much housing was destroyed, or living in severely overcrowded conditions, or 
living in housing which lacks utilities or essential facilities. These numbers are in 
addition to those living in FEMA trailers, or as some call them, FUMA trailers, since 
physicians have linked them to adverse health conditions such as asthma and allergies. 
These numbers are in addition to all those who yearn to come home but cannot because 
of the lack of decent affordable housing in New Orleans. 
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Many of the people experiencing literal homelessness in New Orleans are elderly and 
people with disabilities. Prior to Katrina, we did not typically see persons over 65 years 
of age living on the street or in abandoned buildings. But since Katrina, our street 
outreach workers have found people as old as 88 years of age living in abandoned 
buildings. As is typical across the country, people with disabilities are disproportionately 
at risk for homelessness. In the extremely stressful and uncertain post-Katrina 
environment, mental illness and substance abuse are sharply on the rise in New Orleans 
in the general non-homeless population, so it makes sense that we are also seeing large 
increases in serious mental illness and substance addiction among the homeless, in 
addition to persons with chronic physical illness, HIV/AIDS, and physical disabilities. 

The housing situation for the poorest, most vulnerable people in New Orleans is bleak 
and, indeed, desperate. Yet we are optimistie as we look to the future, beeause we are 
absolutely committed to rebuilding New Orleans in a better, more inclusive way. We are 
dedicated to working with government and the private sector to ensure that New Orleans 
provides a home for all of its people, including the poorest and most vulnerable - those 
who are already home and those who yearn to come home. 

When the levees failed, the whole world watched in horror as New Orleanians stmggled 
for survival. As the waters rose, people spent days trapped in attics and on rooftops in 
broiling heat. Thousands languished without food and water at the Superdome and 
Convention Center. More than 1 500 people in southeast Louisiana died. 

Many of those who stayed behind were elderly or disabled. Many were poor, living in 
substandard housing and lacking sufficient supports in the community that could have 
enabled them to evacuate. 

The tragedy of Katrina highlights the need to systematically improve the way people with 
mental or physical disabilities and elderly people with special needs are housed in our 
community. A proven strategy known as Supportive Housing, which has the capacity to 
transform the lives of our most vulnerable citizens, is part of the Louisiana Recovery 
Authority’s plan. The Supportive Housing model provides affordable apartments linked 
to supportive services that are designed to enable residents to live independently while 
preventing homelessness or costly institutionalization. Case management services ensure 
that people receive needed mental and physical health care, are able to be good tenants, 
and are assisted to find employment if possible. 

Around the nation. Supportive Housing has been proven in research studies to be a cost- 
effective alternative to institutionalized settings for people with a variety of disabilities. 

It also has been proven effective in preventing and ending homelessness. Moreover, it 
has been shown to have a positive stabilizing effect on neighborhoods, proving to be a 
catalyst for redevelopment. 

In recent years, Supportive Housing is the only type of affordable housing to receive 
increased annual support from Congress. There is strong support from Republicans and 



314 


Democrats alike. Why? Because Supportive Housing works. And because it helps the 
people who truly need our help. 

“People with disabilities want to go back home, just like everybody else,” says Nell Hahn 
of the Advocacy Center, a Louisiana disability rights group. In the 2000 census, almost 

250.000 residents of the New Orleans metropolitan area were disabled. Of these, almost 

25.000 people were blind or deaf, over 100,000 people had significant mobility 
impairments, and almost 65,000 people reported mental disabilities. The size of New 
Orleans’ disability community is not unique for an urban area, according to Daniel 
Sutherland of the U.S. Department of Homeland Security. 

The Louisiana Supportive Housing Initiative 

UNITY of Greater New Orleans, the National Alliance to End Homelessness, and other 
local, state and national advocates for the homeless, the frail elderly, and people with 
disabilities persuaded the State of Louisiana to include a Permanent Supportive Housing 
initiative in the Louisiana Road Home Plan. As approved by HUD and Congress, the 
Plan calls for creating 3000 units of Permanent Supportive Housing in the hurricane- 
impacted areas using hurricane recovery funds, including GO Zone Low Income Housing 
Tax Credits for capital, and CDBG funds in the Supplemental Appropriation for 
supportive services, rental subsidy, and capital gap financing. In August 2006, we 
persuaded the Louisiana Housing Finance Agency to require all GO-Zone tax credit 
developments to set aside at least 5 percent of their units as Permanent Supportive 
Housing and to create incentives to do more than 5 percent. 

To make this Supportive Housing initiative a reality for the most vulnerable of our 
residents, however, we will need additional help from Congress. Because construction 
and insurance costs in the GO-Zone have escalated as a result of Katrina and Rita, the 
GO-Zone credits and the Supplemental Appropriation CDBG funds will not create the 
number of housing units originally anticipated. The projects funded by the GO-Zone tax 
credits will create an estimated 800 Permanent Supportive Housing apartment units, 
leaving us about 2,200 units short of the 3000-unit Permanent Supportive Housing goal. 
Moreover, the high costs of construction and insurance meant that CDBG funds were 
tapped for gap financing at a far higher rate than anticipated, leaving little for the rental 
subsidies that are so vitally needed to make Permanent Supportive Housing affordable for 
the extremely low income people for whom it is intended. 

In addition, the December 2008 placed-in-service deadline for the GO-Zone tax credit 
developments made it necessary for state housing officials to create a very short timetable 
for the tax credit applications. This in turn made it difficult if not impossible for 
nonprofits, who tend to be the most committed to providing housing for extremely 
vulnerable people, to participate in the GO-Zone tax credit program because they did not 
have time to get site control of appropriate properties and draw up plans. 

During the coming months, we hope to work with you and other Members of Congress so 
that we can obtain: 
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(1) at least 2,200 Project-Based rent subsidies for the GO Zone, which are 
essential to make our Supportive Housing affordable for those for whom it was 
intended, 

(2) additional GO-Zone tax credits so that we can reach the 3,000-unit Permanent 
Supportive Housing goal for the GO-Zone and so that nonprofits can participate 
in the program to create Supportive Housing for the chronically homeless and 
other extremely vulnerable persons; 

(3) additional funds for property acquisition and gap financing so that nonprofit 
Permanent Supportive Housing projects for the most vulnerable populations are 
financially feasible; and 

(4) an extension of the placed-in-service deadline so that we do not lose any of the 
800 units of Permanent Supportive Housing in the GO-Zone tax credit projects 
already funded. 

As a New Orleanian, I thank the Members of this Committee for your commitment to 
rebuild New Orleans, one of our oldest American cities which has given so much to our 
nation, not only our energy resources, but also our unique cultural resources. The great 
culture of New Orleans, which gave the world the gift of jazz and so much more, is a 
grassroots culture, coming up from our neighborhoods, coming up from our people, often 
our very poorest people. Our people cannot come home, our culture cannot survive, 
without affordable housing. We thank you for your commitment to our Permanent 
Supportive Housing initiative, in which Congress is a vital partner, in order to ensure that 
New Orleans will be rebuilt in an inclusive way, so that the most vulnerable people have 
both the housing and services they need, at home at last. 

As President Bush stated eloquently in his speech from Jackson Square last September, 
“We want people to come home for the best of reasons - because they have a real chance 
at a better life in a place they love.” 
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I would like to thank Chairman Frank, Ranking Member Bachus, House subcommittee 
Chair Waters and the other members of the committee for the opportunity to appear 
before you. I am honored - and humbled - to be here today. 

1 am Jim Kelly, from New Orleans. CEO of Catholic Charities and CEO of a new 
independent Catholic housing initiative, Providence Community Housing. 

Since 1727, Catholic religious orders and groups have been providing care to the poor of 
our nation, in fact. Catholic health, education and charities all trace their roots back to 
the 9’'’ ward of New Orleans. In the past seventeen months. Catholic Charities has 
reached out and served over 700,000 people. We have delivered 70 million pounds of 
food and water, provided counseling and information to over a half million people, and 
through our emergency centers distributed millions of dollars in direct assistance to 
families in need. 

Shortly after the storm, we knew that we were facing a housing crisis never imagined or 
experienced before by our country. I attended the very first “trailer” planning meeting 
with FEMA. It became very clear to me that these FEMA trailers were not going to be the 
answer. 

A group of Catholic organizations, charities and CDC’s therefore came together to see 
how we might use our joint talents, experience and resources to help bring people of all 
races, cultures, faiths, and backgrounds home. Last April, Providence Community 
Housing, was formed with the mission of bringing home 20,000 victims of Katrina by 
repairing, rebuilding and/or developing 7,000 homes and apartments. 

In partnership with Catholic Charities, one of its sponsors, and with assistance from 
9,000 volunteers, we have gutted and cleaned out over 800 homes and 800 apartments. 
Now we are attempting to assist these low income seniors to navigate the Road Home 
Program. Our staff, volunteers and seniors are finding this challenge to be even more 
difficult. The system is painfully slow, bureaucratic, and filled with a maze of legalese. 
For those seniors receiving insurance, mortgage companies are applying pressure for 
the pay off of the mortgages, leaving little or nothing for home repairs. Providence has 
now taken to repairing the homes - and fronting the money - to our elderly friends. With 
assistance from NeighborWorks America, we are in the midst of developing a business 

PROVIDENCE COMMUNITY HOUSING 

I050S. Jefferson Davis Pk;w 7 , Suite 301 + New Orleans, LA 70125 Phone:(504) 821-7222 Fax:(504) 821-7213 
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plan for efficient, affordable and scalable homeowner rehab of low and modest income 
homes. 

Whether you are staying in an overcrowded home with family, or a trailer, or an 
apartment eighty miles from your job, the stress and strain cannot be imagined. My 
friend Connie’s house flooded on Bienville in mid-city, first she lived in a retreat center - 
6 to 8 people per room - helping homeless families, then she and her husband lived 
with her sister - sleeping on the two couches in the living room, finally they got a trailer. 
These trailers are very small and very cramped. Three months ago, Connie’s husband 
had a heart attack. He recovered back on his sister-in-law’s couches. He won’t go back 
in the trailer. 

In partnership with UJAMAA CDC - another of our sponsors, we have recently launched 
a pilot modular housing initiative for families like Connie’s in need of real housing. 
Together with our other CDC partners: Tulane/Canal, Mary Queen of Vietnam and a 
soon to be formed Hispanic CDC, we are constantly exploring any and all options to 
rebuild our housing stock - our homes, our neighborhoods. 

With a recent major award of Go Zone housing tax credits, we hope to soon refinance 
and begin rebuilding 902 apartments for low income seniors - who desperately want to 
come home. Insurance quotes, when we can get them, are coming In 400 - 600% over 
pre-Katrina rates. We are hopeful that some type of a special insurance reserve fund 
could be established. We are also hoping HUD will award supplemental income to 
project based section (8) contracts for these properties, and others like them, if not they 
will not have ample operating funds to open. But without a decrease in rates - or some 
new insurance vehicle, and without supplemental section (8) income, financial investors 
simply will not step up to buy the tax credits. 

Fannie Mae and Chase have shown the most interest in investing in New Orleans but 
after them the list thins. Investors like insurance companies are concerned about 
another Katrina, something completely out of our control. They are also very concerned 
about the December '08 placed in service date. The longer Congress takes to pass the 
needed legislation to push the date back two years, the longer the market will remain 
skittish - and the greater the possibility that many of our seniors will never come home. 

Providence, with our partner Enterprise, is working on a plan that would phase the 
redevelopment of the Lafitte public housing complex. We are anxious to have residents 
return as soon as possible. Last Thursday night, I attended a public meeting where the 
historical value of these buildings was under discussion. Miss Johnson, a member of the 
Lafitte resident council, leaned over and asked if I would call her the next day - and so I 
did. She asked me who all those people were at the meeting. She had never seen them 
before. I explained that most of them were preservationists. She said that they did not 
represent her. Yes, she wanted to come home as soon as possible but she wanted new 
homes and apartments for her family and friends like the ones they had voted on in 
September at our week long home planning charette with over 200 fellow residents. No 
large apartment buildings but instead singles and shotgun doubles that were both 
apartments and homes. She wanted new apartments that were larger, and had more 
bedrooms for the children. 

I explained that we were advocating for a phased redevelopment where a large number 
of apartments would be reopened for those who wanted to come home right now. 
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Redevelopment of the new homes would then begin on the other unoccupied blocks. I 
reminded her that when complete, there would be a one to one replacement of all 900 
subsidized units plus 600 new homes for first time homeowners. I asked Miss Johnson, 
based on her knowledge, how many families wanted to come home today. She thought 
between 300 and 400, probably closer to 300. This is the same number that our resident 
outreach staff has estimated. 

Over the years, I have restored and converted over 200,000 square feet of historic 
churches and schools into apartments for the poor and the elderly, I was shocked when 
a leading preservationist told me recently that a resident's views, a resident’s vote 
shouldn’t matter. They were only renters. 

I pray each day for a resolution to the public housing debate. The Times Picayune, the 
local daily newspaper, has said it is a question of building it right or building it fast. I do 
not believe that it is an either/or proposition. I believe a phased redevelopment is not the 
middle ground but rather the right ground. It allows residents to come home today while 
also allowing the building of healthy, diverse, vibrant communities where families' and 
children’s lives are filled with plenty of opportunities and a host of dreams - that can 
come true. 

Providence is working as fast as possible on many different housing fronts throughout 
New Orleans, We are at some stage of planning and/or development of over forty-three 
hundred homes or apartments. We, however, are not developers. We are simply driven 
by our mission to bring home 20,000 of our neighbors who have experienced 
tremendous pain and real suffering for seventeen months. 

Since my first days in the Superdome and at Armstrong Airport, we have been blessed 
by so many from across the country; during those early weeks of emergency relief, 
during the months of recovery, and now as we begin the years of rebuilding. Our good 
friends at Catholic Charities USA and Enterprise - Neighborworks, Fannie Mae, Chase, 
Credit Suisse, the Order of Malta, and dozens of other corporations and organizations - 
have reached out to assist us. 

We are most grateful for all the support and funding that we have received from 
Congress. Sadly, the clear majority of these billions have not gone for the rebuilding of 
our homes. A Gulf Coast Housing Trust Fund, additional low income housing tax credits, 
increased CDBG monies for soft seconds, a larger more ample supply of project based 
section (8) vouchers, and more funds for public housing will all be needed in the near 
future if we are truly going to provide the opportunity, the right, for all of our citizens: rich 
and poor, black, white, and brown, to return. 

Katrina has taught us: that there are no simple answers, that we will make plenty of 
mistakes. To be successful, we will need a spirit of humility and collaboration. If we focus 
on the victims of Katrina, who we have been called to serve, then God, who loves these 
families infinitely more than we do, will bless our efforts together. 

My prayers of gratitude to this committee for all you have done, and will do, for the good 
and brave people of Louisiana. Thank you. 
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James R. Kelly, President and CEO, Providence Community Housing 

Kelly spearheaded the formation of Providence in response to the critical need for housing for 
the hundreds of thousands of victims of Katrina. He has recruited national and regional partners 
to assist the independent (501 c 3) non profit in the repair, renovation, and development of 7,000 
homes and apartments. With assistance from Providence’s well respected sponsors, he has 
secured an outstanding Board of Directors, a top notch team of community development and 
housing professionals, and the essential capital necessary to begin their rebuilding campaign. 

In addition to overseeing Providence, Kelly serves as CEO of Catholic Charities/ Archdiocese of 
New Orleans, a $60 million dollar health and community service organization. During his tenure, 
he has actively pursued the expansion of the agency’s emergency, transitional and permanent 
supportive housing. Since Katrina, Catholic Charities has played a major role in the community’s 
relief and recovery efforts, both on the service and advocacy fronts. 

As President of Willwoods Community during the 90’s, Kelly oversaw the development of 300 
units of assisted care living and the purchase, refinancing and renovation of 1,500 affordable, 
mixed-income apartments in the New Orleans area. Malta Square on Canal Street, Holy Angels 
Apts, in the Bywater, and St. Ann Apts, in Treme were award winning historical conversions. 

In the 80’s, Kelly was Senior Vice President of Development for Covenant House in New York. 
His team’s success provided the funding for program expansion in North and Central America. 
He was later the founding Executive Director of Covenant House/ New Orleans, on Rampart 
Street. The city’s 1988 top architectural building design respected the neighboring French 
Quarter and the privacy and dignity of the runaway and homeless youth clients. 

Kelly serves on numerous boards, including: Enterprise National Partners Advisory Board, 

Fannie Mae National Housing Advisory Council, Order of Malta (Washington D.C.), Louisiana 
Affordable Housing Alliance (Co-chair), Louisiana Association of Non-Profit Organizations 
(Vice-chair), UJAMAA CDC, Covenant House, First Bank and Trust CDC, Daughters of Charity 
Health Services, New Orleans Neighborhood Development Collaborative, Unity for the 
Homeless, and Capital One Community Renewal Fund. 
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Thank you Chairman Frank, Ranking Member Bachus, Housing Subcommittee Chair 
Waters and distinguished members of the Financial Services Committee. My name is 
Doris Koo and I am the president and chief executive officer of Enterprise Community 
Partners. I appreciate the opportunity to share with you Enterprise’s affordable housing 
and community development work on behalf of the residents of the Gulf Coast, as well as 
to outline policy recommendations informed by our on-the-ground development 
experience to date. 

Enterprise is a leading provider of development capital and expertise needed to create 
decent, affordable homes and rebuild communities. For a quarter of a century. Enterprise 
has pioneered neighborhood solutions through private-public partnerships with 
community organizations, financial institutions, local governments and others who share 
our vision. Enterprise has raised and invested $7 billion in equity, grants and loans to 
support the creation of 200,000 affordable homes, and is currently investing in 
communities at a rate of $ 1 billion a year. 

A year and a half after a series of deadly hurricanes devastated Gulf Coast communities, 
uncertainty looms about the region’s future. This is especially true for those communities 
that low-income, working families used to call home. Hurricanes Katrina and Rita caused 
$67 billion in damage to housing in the Gulf region; HUD estimates that the two 
hurricanes caused major or severe damage to 265,000 homes and apartments in Louisiana 
and Mississippi. Consequently, redevelopment efforts require not just new resources, 
approaches and solutions, but unprecedented scale in rebuilding. 

Enterprise was founded in 1982 by James Rouse, a visionary man who passionately 
believed that all low-income families should have access to fit and affordable housing as 
a first step in overcoming poverty. That remains Enterprise’s mission to this day. 
Immediately following the hurricanes, we at Enterprise were compelled to bring our 
resources and know-how to rebuild the Gulf Coast. Enterprise has actively engaged with 
local partners, including community-based organizations, public housing authorities, state 
and local officials and the business community in both Louisiana and Mississippi. All 
told, we have committed $200 million in grants, loans and equity investments to 
develop 10,000 homes and apartments in the region. 
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Taking a Comprehensive Approach to Rebuilding 

. Initially, Enterprise’s offices in cities such as Atlanta, San Antonio, St. Louis and 
Houston helped displaced families access a range of services, including temporary 
housing and assistance from FEMA. As the flood waters receded, Enterprise, Tulane and 
Columbia Universities and several local organizations in New Orleans developed a pilot 
initiative to demonstrate best practices for safe remediation of mold and other 
contaminants from flooded homes. 

In Pass Christian, Mississippi, we worked with other national organizations to create 
Home Again, wliich is working closely with residents to provide cost-effective 
approaches to rebuilding through using modular homes. Fifteen families are now proud 
owners of these new homes in Pass Christian, with 55 more homes underway. In Biloxi, 
Enterprise has committed to rebuild up to 1 ,500 sustainable affordable homes for families 
and seniors in partnership with the local housing authority. Enterprise provided the Biloxi 
Housing Authority a $500,000 line of credit and helped secure an additional $18 million 
in credit facility through one of our financial partners. Through this financing as well as 
intensive property management and sustainable development expertise and assistance, we 
hope to help provide affordable, high-quality homes for lower-income working families 
that are central to Biloxi’s rebounding economy. 

In New Orleans, we are partnering with Providence Community Housing to finance the 
rehabilitation of more than 1,000 apartments for low-income seniors, and to revitalize the 
historic Treme community tlirough the development of 1,500 affordable and market-rate 
homes and apartments. 

To date, Enterprise has provided more than $2 million in grants and $7.5 million in loans 
to organizations working in the gulf coast region, and has worked with partners to secure 
Gulf Opportunity Zone Low Income Housing Tax Credits for the development or 
rehabilitation of more than 1,600 affordable homes. In addition. Enterprise and our 
partners are working to create the Louisiana Loan Fund for predevelopment and 
acquisition debt for not-for-profit developers in the state. We thank Congress for 
allocating Section 4 Capacity Building and Affordable Housing resources to jumpstart 
this fund, which leverages $15 million in Community Development Block Grants from 
the State of Louisiana with $30 million in private sector capital. Enterprise and our 
partners raised this capital with the assisttmce of the Living Cities community 
development funding consortium led by the nation’s leading foundations, financial 
institutions and philanthropies. 

Addressing the Needs of Public Housing Residents 

When Katrina struck, more than 5,000 very low-income households, including many 
seniors, lived in public housing in New Orleans. Though before the storm they were 
provided with adequate shelter, public housing residents in New Orleans had to live with 
overcrowding, crime and drugs in antiquated apartments viith obsolete utilities and poor 
infrastructure. 
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Enterprise is working in partnership with residents, local organizations and government 
agencies to ensure that the approach to rebuilding public housing in the Gulf does not 
result in the rebuilding of concentrated poverty, unhealthy building conditions and 
isolation from jobs, transportation and services. We believe we can do better. 


After careful review of qualifications, HUD selected the team of Enterprise and 
Providence Community Housing to partner with them to redevelop a public housing 
development, the 27.5 acre former Lafitte public housing complex in the Treme 
neighborhood. Providence is the post-Katrina Catholic housing initiative. Its members 
represent the largest private providers of community services in the city. 

Enterprise and Providence appreciate the opportunity to work with the residents of the 
Lafitte/Treme community to develop a shared vision for a new and stronger community. 
We are working closely with many of the Lafitte and Treme residents to plan a vibrant 
community that is equitable, affordable and sustainable and that delivers on the following 
commitments: 

• Right of return for all 865 resident families who lived in tire Lafitte development 
before Katrina to return to better quality homes and a healthier neighborhood. 

• One for one replacement of 900 subsidized homes, the same number as in the 
Lafitte development before the storm, integrated in mixed-income communities 
on and around the site. 

• Development of an additional 600 for-sale homes affordable to working families 
and first time homebuyers. 

HUD has agreed to these conditions as terms of our continued partnership in 
redevelopmg Lafitte. We believe that these principles are necessary components of all 
Gulf Coast rebuilding. HUD and housing authorities in the gulf coast region should 
commit to residents’ right to return, if they so choose, to comparable units paying 
comparable rents, now or later, consistent with the federal Uniform Relocation Act. 

HUD and housing authorities should commit to one for one replacement of public 
housing in the gulf coast region, preserving affordability even if we can’t physically 
preserve the existing housing units. This will take special allocation of resources beyond 
what has already been appropriated, but it absolutely can and must be done. We have 
seen this work, in successful HOPE VI and other community development efforts around 
the country. And residents and commmiities are better off because of it. 

Additionally, Enterprise and Providence are committed to; 

• Resident participation in planning and developing more vibrant Treme and 
Tulane/Gravier neighborhoods; and 

• Assisting in the redevelopment and creation of minority- and women-owned 
businesses in the critical business corridors surrounding Lafitte. 


It is also clear that displaced families — former public housing residents as well as other 
low-income families - need access to case management services, counseling and other 
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direct assistance. As part of the Lafitte development proposal. Providence has committed 
$2.5 million for these purposes. Approximately 550 Lafitte families have completed 
comprehensive needs assessments and are accessing services. Working through a proven 
network of community-based and national non-profit organizations, we recommend that 
to the extent they have not done so, HUD and housing authorities in the gulf coast region 
should provide immediate relocation counseling to all displaced public housing 
households, wherever they are. 

Providence is also contributing approximately 200 scattered-site properties in the 
neighborhood for immediate development of affordable housing for former Lafitte 
families. Through its afHliates, within one year Providence will provide 150 apartments 
for elderly former residents in the surrounding communities. We will aggressively 
explore additional opportunities for residents to return to New Orleans during a proposed 
phased redevelopment. The proposed redevelopment plans envision a major, long-term 
effort to return economic vitality to the Treme and Tulane/Gravier neighborhoods, 
including the construction of 1 ,500 new units of safe, quality, affordable housing on and 
around the Lafitte site. 

Enterprise and Providence have obtained a capittd commitment of up to $20 million in 
loans to acquire other sites in connection with the redevelopment. The partnership has 
secured $12.8 million in low income housing tax credits and $27 million in block grant 
funds from the state of Louisiana and other resources from HAND and HUD toward tlie 
redevelopment of Lafitte. 

Role of Federal Resources in Rebuilding the Gulf Coast 

The rebuilding resources that Congress has provided to the Gulf Coast states present a 
unique opportunity to create revitalized, mixed income communities of choice. 

The Low Income Housing Tax Credit program is the most critical tool for ensuring 
affordable housing is preseiwed across the Gulf Coast, particularly in New Orleans. The 
Gulf Opportunity Zone Act of 2005 provided the five states directly impacted by these 
hurricanes - Louisiana, Mississippi, Alabama, Texas and Florida - with a valuable 
resource: increased allocations of Low Income Housing Tax Credits. The tax credit 
program is a tried and true vehicle for building affordable rental housing and is absolutely 
essential to rebuilding affordable rental housing in the Gulf Louisiana received an annual 
allocation of $56.8 million and Mississippi received $35,4 million in GO-Zone tax credits 
for each of three yeai's, nearly seven times pre-hurricane allocations. In Louisiana alone, 
these credits will potentially leverage more than $1 billion in private investment to create 
as many as 20,000 affordable apartments for the working poor, seniors and other 
vulnerable populations. 

Section 8 housing voucher assistance is instrumental in disasters to minimize hotel and 
shelter stays for families seeking transitional housing, and to provide families with 
greater choice and stability. Properties with project-based Section 8 have proven to be far 
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more viable for investment from the private sector in the face of a highly volatile market 
and also allow developers to serve the lowest income individuals in the region. 

Addressing Challenges fo Redevelopment 

Sound public policies will profoundly shape the region’s recovery, and will give low- 
income people and communities a vital role and a real voice. In my 25 years of affordable 
housing development experience, including seven years leading development for the 
Seattle Housing Authority, I have seen projects succeed and fail based both on underlying 
policies and commitment to residents and community. 

I would like to outline the difficulties we see in Gulf Coast redevelopment, and 
recommend ways that Congress can help to address these problems. Without mitigation, 
these issues will eventually jeopardize our ability to rebuild. 

GO-Zone Tax Credit Extension 

In recognition of the efficacy of the Low Income Housing Tax Credit in building urgently 
needed affordable rental housing. Congress generously allocated approximately $136 
million in Gulf Opportunity Zone, or GO-Zone, tax credits to the five states directly 
impacted by the 2005 hurricanes. However, the current deadline requires that any project 
seeking these GO-Zone credits must be “placed in service” by December 2008. "this is 
■ quite simply an unworkable timeframe given the serious challenges facing development 
in the Gulf, including unstable land and construction costs; unavailability of insurance 
coverage; uncertain FEMA elevation requirements; and a short-handed local construction 
workforce. 

The placed-in-service deadline for these credits must be extended beyond December 
2008 in order to maximize tlie amount of affordable and market rate housing units that 
can be produced. If not, any credits allocated in 2007 or 2008 will effectively be unusable 
as developers do not have adequate time to finance and construct these developments. 

Real estate speculators and developers have already acquired substantial land parcels for 
market-rate uses. Congress must move quickly to address this urgent situation, and pass 
legislation to extend the completion time for the Gulf Opportunity Zone Tax Credits until 
2010 at minimum. 

Rising Insurance Costs 

Insurance costs have made financing projects difficult and in some cases impossible. In 
our experience, investors have not been willing to invest in tax credit developments that 
do not have a firm commitment of insurance coverage, including coverage for excess 
flood and complete property insurance. Our own estimates show that insurance premiums 
are in some cases more than 1 0 times that of pre-Katrina rates. Since any increase in 
operating cost affects the level of rent and therefore housing affordability, the high cost 
of insurance will make tire cost of operating affordable housing far higher than most 
projects can absorb. 
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One specific example is a brand-new, 76-unit senior housing development currently 
sitting vacant on the Mississippi coast because the owner cannot afford to insure the 
property. The quote the owner has received for insurance on small efficiency units in this 
development is $8,000 per unit, per year. The total rental income for that unit is only 
$6,000 per year. And this iS without the levee and elevation concerns compounding 
development in New Orleans. 

Another example is a portfolio of elderly housing rehabs in Louisiana with average 
insurance estimates at $1,800 per unit, per year - just for wind coverage. Before the 
hurricanes, insurance costs were only $300 per unit, per year for this development. In 
2005, Enterprise's national portfolio average for property insurance was $327 per unit, 
per year. We estimate that for a 1 00-unit property, every $100 increase in annual 
insurance costs per unit will require a $130,000 increase in the building’s operating 
reserve. No project can offer affordable rents given this economic reality. 

Enterprise is working hard to underwrite the risk of development in the Gulf Opportunity 
Zone and to get investors comfortable with affordable housing properties being 
developed by our partners. Very few insurers are active in the impacted GO-Zone region 
and those that remain are awaiting resolution on an overall industry approach to 
underwriting multi-family housing. Investors will not be comfortable with placing equity 
in tax credit development until this issue is resolved. 

Congress has the opportunity to take a very proactive approach in alleviating these 
insurance issues. We encourage Congress to form a reserve fund to help mitigate 
insurance risks, write down insurance costs and restore investor confidence the Gulf. 
Congress should work with states to support the development of flexible pilot initiatives 
that will become models to help solve this problem, not only in the Gulf but in places 
where future disasters are likely to occur. In some states, such funds already exist. 
Congress should study the models for these funds in disaster-prone states and enact 
federal legislation to support state efforts to overcome these insurance issues. 

Additional Policy Recommendations 

Enact Affordable Housing Fund Legislation 

Solutions in tire Gulf demand creativity. Enterprise commends Chairman Frank, 
Representative Waters and all the members of this Committee who are dedicated to 
creating new resources for affordable housing through an Affordable Housing Fund. The 
109* Congress passed H.R. 1461, the Federal Housing Reform Act. This government- 
sponsored enterprises reform legislation included an affordable housing fund. For the first 
two years, those resources would have been dedicated to the Gulf Coast in response to the 
hurricanes. We urge Congress to enact legislation to create an affordable housing fund 
with specific targeting to the Gulf Coast. These resources should be used for the 
production, preservation, and rehabilitation of rental housing for extremely low- and very 
low-income families, as well as homeownership assistance for families in danger of 


6 



I I Enterprise" 

foreclosure. The proposed leveraged fund and insurmce risk pool detailed above could be 
implemented as part of an affordable housing fund, ensuring the federal government the 
most impact for its investment. 

Continue to Fund Proven Community Development Programs 

Low Income Housing Tax Credits, supplemental CDBG funds with waivers and project- 
based Section 8 resources have the ability to fund an array of housing recovery activities 
for all income levels, blend well and are relatively quick to deploy. These resources, 
along with Section 202 elderly housing resources and Section 4 Capacity Building 
investments, have not only led the way for revitalization in many of America’s cities, but 
have been vital resources for Gulf recovery and rebuilding activities. Fully funding these 
critical programs helps to ensure state and local flexibility, but with clear direction and 
oversight from Congress to meet the needs of low-income renters and homeowners. 

Leverage Existing Resources to Preserve Affordability 

In conclusion, developers, advocates and Congress must focus on preserving affordability 
for low and moderate income residents, in healtliier, mixed income neighborhoods with 
opportunities, instead of preserving building structures, many of which have already been 
lost. 

By utilizing and leveraging existing resomces - in this case, large allocations of Low 
Income Housing Tax Credits; Section 8 housing vouchers and project-based assistance; 
Section 202 elderly housing resources; Section 4 investments; and Community 
Development Block Grants - we will help to find the best possible ways to preserve and 
increase housing affordability in the Gulf. In turn, this will help to overcome historic 
concentration of poverty and to address low-income families’ lack of access to jobs, 
schools, transportation and services. 

Congress can ensure that existing federal resources are put to the best possible and most 
efficient use. Congress can also lead new approaches and support creative imiovations 
that will help the Gulf to rebuild and will help to ensure that there is a comprehensive 
strategy for overcoming future disasters. 

Enterprise stands with the former residents of the Gulf Coast, concerned citizens across 
this nation and members of this Committee to say tliat we are committed to responding to 
what we believe is a moral mandate to create stronger communities free of the injustices 
laid bare by Katrina. As our founder James Rouse said: What ought to be, can be, with 
the will to malce it so. I thank the Subcommittee for this opportunity to comment and 
hope that this dialogue will continue. We look forward to working with you to “make it 
so” - to ensure the best possible outcomes not only for expenditures of public dollars, but 
for tire families whose homes and lives were forever damaged by this disaster, and who 
will need and count on all our help to return the Gulf Coast to a vibrant, safe and 
equitable community. 
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Chairman Frank, Congressman Bachus and Members of the Committee, my name is Walter 
Leger and I am a long-time resident of St. Bernard Parish, Louisiana. Thank you for inviting me 
to speak to you today on behalf of the Louisiana Recovery Authority about the federal housing 
response and reconstruction efforts to recover from Hurricane Katrina - the most catastrophic 
and costly disaster in American history. 

The Louisiana Recovery Authority, more commonly known as the “LRA,” was created by 
Governor Kathleen Blanco to coordinate recovery efforts and special funding related to 
Hurricanes Katrina and Rita. I myself am a volunteer and serve as Chair of the Board’s Housing 
Task Force. 

The LRA works in tandem with the state’s Division of Administration’s Office of Community 
Development (OCD), which is running the Road Home housing programs and is administering 
the delivery of the special Community Development Block Grant appropriations provided by 
Congress for Katrina and Rita recovery, and with the Louisiana Housing Finance Agency, which 
is administering our Low Income Housing Tax Credit program which Congress dramatically 
expanded in the GO Zone legislation. 

Together, our offices have worked closely with the US Department of Housing and Urban 
Development (HUD), Chairman Powell’s office, the US Small Business Administration (SBA), 
state agencies, local government leaders and others in an effort to facilitate the recovery of south 
Louisiana. The opportunity to assist the citizens of the State of Louisiana in this massive 
recovery effort has been an honor for me, and a challenge that I will never forget. 

As I mentioned earlier. Hurricane Katrina was by far the single most expensive disaster in 
American history. What you might not know is that the storm that hit Louisiana three weeks 
later — Hurricane Rita — ranks third on the all-time list. Together, the storms caused an estimated 
$100 billion dollars in damages to homes, property, businesses and infrastructure in Louisiana 
alone. 

Now, about $40 billion dollars of these losses are covered by private hazard and flood insurance, 
and we also recognize and are sincerely thankful for the estimated $26 billion that is flowing to 
the State to help us rebuild our homes and physical infrastructure. 
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But that still leaves a gap of $34 billion dollars... or put another way, that’s about $20,000 in 
unrecovered losses for every household in the state. This funding gap does not include the 
127,000 jobs and 4,000 businesses in Southeast Louisiana that haven’t come hack, which shrunk 
Louisiana’s economy by $1 1.5 billion last year. This does not count all of the emergency and 
social services requirements incurred. 

So while federal aid and private donations have been unprecedented, Louisiana still has 
unprecedented needs and we will need the Congress’s continued strong support going forward. 

But you have called today’s hearing to focus on how we are investing the generous 
appropriations from Congress for housing, so let me address that now. Like many others on the 
LRA hoard, I lost my own house in the storm. Words cannot descrihe the heartache that comes 
from seeing 14 feet of water envelop your home and all of your personal belongings inside - 
your clothes, your photo albums, your children’s things - gone. All the things that made my 
house - the physical structure ~ a “home” were lost forever. 

Sadly, more than 200,000 homeowners and renters in South Louisiana suffered the same 
devastating loss. On August 29, 2005, our lives changed forever. As a result of Katrina, and 
another blow from Hurricane Rita three weeks later, more than 1 .3 million people were 
evacuated from the area. To date, an estimated quarter of a million people are still unable to 
return to their homes due to disaster damages. 

We had some parishes, including my home parish of St. Bernard, which experienced devastation 
over 100% of the footprint of the community. It’s reported there that we lost every house but 
three - 1 have yet to find those three. Fortunately, I have been able to put my personal 
experience with the storm to use in helping to develop our housing programs for homeowners, 
renters and small landlords. 

ROAD HOME PROGRAM: 

The LRA developed the broad policies for and the state’s Office of Community Development is 
implementing The Road Home, the largest single housing program ever created. Through our 
program, eligible homeowners who suffered damage from Hurricane Rita or Katrina may receive 
up to $ 1 50,000 in compensation for their losses to help them get back in their home. As 
mandated by the federal law, we must deduct insurance benefits and FEMA assistance from their 
grant. For homeowners to quality for assistance through The Road Home program; 

• They must have owned and occupied the home as their main residence at the time of 
Hurricane Katrina or Rita 

• The home must be a single- or double-unit structure (this includes duplexes where the owner 
resides in one of the units) 

• The property must have sustained at least $5200 in damage from hurricanes Katrina or Rita 

• Homeowners who were uninsured but should have carried insurance (for example, those who 
lived in a flood plain but did not have flood insurance) are eligible for the program, but they 
will incur a 30 % penalty. 
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Through The Road Home, eligible homeowners have three compensation options: 

• Stay and repair or rebuild your home 

• Sell home to the state and relocate elsewhere in Louisiana 

• Sell home to the state and relinquish status as homeowner thereby incurring a 40% award 
penalty 

In Louisiana, recovery was about rebuilding housing stock and bringing people home. For that 
reason, we included a provision in the Road Home that gave people incentive to return to 
Louisiana by providing funding eligibility based on full-market value if they came back to the 
state, but only 60% of market value if they decide to sell their home to the program and move 
elsewhere. This provision is important to the rebirth of south Louisiana. And all Road Home 
participants are provided with a choice of all options - including ones that do provide full market 
value if they return home. In addition, homeowners may receive the full award and still move if 
they “assign” their rights to the grant to a new purchaser who agrees to comply with all program 
requirements. 

For those pioneers that used their own resources to begin repairs and are already back in their 
homes, the owner is still eligible to apply, provided the initial eligibility criteria are met. Road 
Home compensation benefits are determined by calculating the lesser of the uncompensated 
damage cost or the uncompensated loss of value up to $ 1 50,000. 

I would add that we took special care to create an agreement with the Louisiana banks and 
national mortgage lenders regarding how grants would be distributed. We developed a 
Memorandum of Understanding (MOU) with the lenders to prevent Road Home monies from 
being used to pay off mortgages or cover arrears payments. Because of this arrangement, it is my 
understanding that Fannie Mae, Freddie Mac and Chase are not foreclosing on homeowners. 
Unfortunately, many smaller lenders are moving forward with foreclosure, This is an issue that 
we cannot afford to ignore. 

Homeowners do not receive checks directly. Instead, the financial award is placed in a 
disbursement account and funds are released as related expenses are incurred. The lenders have 
agreed to pay interest to the homeowners on these accounts and will manage draws according to 
standard industry practices as outlined in our MOU. . For instance, homeowners that have not 
yet begun repairs can access up to 10% of their award upon closing. Following that, lenders will 
make additional payments to the homeowner as progress is made. This will prevent 
unscrupulous contractors from taking off with people’s awards before completing any actual 
work. 

One of the most difficult challenges we faced in designing the Road Home program - both the 
homeowner and small rental programs - has been dealing with certain federal regulations that 
can hamstring recovery programs. Although Congress appropriated the CDBG funds to give us 
the resources we needed to repair and rebuild the damaged homes of Louisianan’s impacted by 
Katrina and Rita, a repair program like the one we envisioned when we first went to Washington 
would have been subject to time-consuming, expensive, and cumbersome environmental 
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reviews. These environmental reviews may be appropriate for highway construction and other 
major construction efforts and may even seem manageable when a state or city is doing a few 
dozen housing rehabs for low income families. However, they are cumbersome, time 
consuming, and expense, and therefore inappropriate for repairing and rebuilding 123,000 houses 
which will occupy the same footprint they did before the storms. They should have been waived 
by Congress when these programs were funded. Not desiring to subject out citizens to these 
unnecessary and costly burdens, the Road Home program was reinvented as a “compensation” 
program, providing compensation grants in disbursement accounts, forgivable compensation 
loans for low income families, and elevation grants for homeowners who will agree to live in an 
elevated home (rather than being paid to elevate). This redesign of our program was 
unfortunately necessary so the program could be implemented as quickly as possible, but this 
new program design still requires us follow many cumbersome CDBG regulations and has meant 
that we have had to be creative in order to run a program that meets our goals. 

Another area where red tape has limited our efficiency and progress relates to our use of Hazard 
Mitigation Grant Program (HMGP) funds in support of the Road Home housing program as 
required by Chairman Powell. The State did not want to use HMGP monies in this way - but we 
were told the Administration would not support our request for CDBG funding at the level 
needed, and instructed us to use HMGP to fill our funding gap, even though we were concerned 
about the red tape associated with it. As of today, FEMA has been unwilling or unable to 
approve nearly $1.2 billion of funding that is desperately needed for the Road Home program. 
Much of this bureaucracy would be eliminated if Congress directed FEMA to approve our use of 
HMGP toward the Road Home program. 

The estimated cost of damage is based on a home evaluation. To determine the estimated cost of 
damage, a home evaluator will visit the home, assess the damage, work in progress, or completed 
work to estimate the overall hurricane-related damage inflicted on the home. To determine the 
pre-storm value, homeowners may provide an “arm’s length” appraisal (i.e., an appraisal ordered 
by a lender in conjunction with a loan, not an appraisal ordered by the homeowner) that was 
completed from January 1, 2000, up to the day before one of the hurricanes affected the 
homeowner (August 28, 2005, or September 23, 2005). These appraisals will be adjusted to 
reflect the market rate as of the second quarter of 2005, using figures released by Office of 
Federal Housing Enterprise Oversight. 

Homeowners may also provide an appraisal that was performed post-Katrina or post-Rita to 
determine the pre-storm value of the home. If an arm’s length appraisal is provided, the pre- 
storm value will be based on the appraisal. If an appraisal is not provided. The Road Home 
program will determine pre-storm value through alternative data sources. 

The compensation grant does not need to be repaid provided the covenant requirements are met 
including agreeing to: 

• Remain in the property for three years (five years if a forgivable compensation loan is 
received) and use the property as its primary residence. 

• Comply with Advisory Base Flood Elevation guidelines (if the residence sustained 51% or 
more damage according to the local municipality). 
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• Maintain flood insurance (if in a floodplain) and hazard insurance. 

• Ensure that construction complies with building codes. 

• A homeowner will sign the covenant at closing. A homeowner may choose to assign the 
covenant requirements to another homeowner. 

• If a homeowner receives a forgivable compensation loan, they are required to maintain 
owner-occupancy for five years. The homeowner cannot assign the five-year owner- 
occupancy requirement. If the owner moves out of the home prior to fulfilling that 
requirement, he or she must pay back the affordable compensation loan on a prorated basis. 

We estimate more than 1 20,000 homeowners are eligible for the program funded by $6,375 
billion in Community Development Block Grants and 1.125 billion in Stafford Act Hazard 
Mitigation Grant Program funds. 

For a moment, I should outline the road we traveled to get this program funded in a way that 
would provide assistance for everyone that needed it to get back in their home - regardless of 
whether they had insurance or were inside or outside of the flood plain. 

In December of 2005, Congress approved $1 1.5 billion in supplemental appropriations for the 
Gulf Coast [P.L. 109-148]'. When this legislation passed, it was approved with a provision 
capping funding for any one state at no more than 54% of the total appropriated - even though 
Louisiana received 75-80% of the total damages from Katrina and Rita. 

This situation resulted in Louisiana receiving $6.2 billion in assistance, as compared to $5 billion 
for Mississippi, which experienced a far smaller proportion of total losses. When the State was 
notified of its S6.2 billion allocation of the supplemental appropriations, we were grateful and 
appreciative. However, we notified Congress and the White House that that level of funding was 
insufficient to meet our housing needs in the State of Louisiana, and that additional funding 
would be needed; 

While the White House requested an additional $4.2 billion on February 15*'' 2006, it took 
Congress another four months to provide a second supplemental appropriation for the Gulf 
Coast^, with hundreds of thousands of Louisiana citizens living in trailers all the while. Once 
again, however, Congress limited any one state from receiving more than $4.2 billion, once again 
prohibiting HUD from being able to use its discretion to allocate funds based on the comparative 
damage levels in each state affected by the storms which would have resulted in Louisiana in 
receiving an even larger appropriation. 

Let me address something we hear about quite often - the comparisons between Mississippi’s 
progress and Louisiana’s progress and between Mississippi’s program and Louisiana’s program. 

I want to be very clear on this. If we had designed an identical program to theirs, we would have 
chosen to exclude anyone living in a flood zone. That would have meant some of the most 
deserving homeowners - those who lost their houses due to the failures of federal levees - in 


' P.L. 109-148 was signed by President Bush on December 30, 2005, and a notice of award was published by the 
U.S. Department of Housing and Urban Development (HUD) on January 25, 2006. 

^ P.L. 1 09-234, which was signed by the President on June 1 5, 2006, and a notice of award was published by HUD 
on July 1 1, 2006. 
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Gentilly, Lakeview, the Lower Ninth Ward, St. Bernard Parish and Cameron Parish in Southwest 
Louisiana would have been excluded and left with nothing. 

Nor could our low-income families - of which we have a substantial percentage - afford to wait 
until a second round of homeowner assistance was developed that provided extra assistance to 
those families with incomes below 80% of the median. Although it added another calculation 
and verification step to our process, forgivable compensation loans of up to $50,000 for low- 
income families have been part of our program since its inception. 

But as 1 alluded to earlier, the chief difference between our program and that of out neighbors to 
the east comes down to one thing. Mississippi’s housing program received full funding in 
December of 2005, while Louisiana waited six more months before our program was fully 
funded. 

So here we are, seven and a half months later. Let me outline the action taken since then: 

• The same week we received program approval from HUD, the state’s Division of 
Administration signed contractor ICF International to implement to Road Home program. 

• The company set up 1 0 housing centers throughout the State of Louisiana and another in 
Houston, Texas. In Louisiana they are in Calcasieu, Cameron, East Baton Rouge, Jefferson, 
Orleans, Plaquemines, St. Bernard, St. Tammany, Terrebonne, and Vermilion parishes. 

• More than 105,000 applications have been received and recorded. 

• Housing counselors have conducted over 72,000 in-person appointments with applicants. 

• Nearly 30,000 homeowners have been notified of their benefit awards totaling $2.49 billion. 

• The average award is close to $80,000. 

But we would not be here today if this process were free of roadblocks and hard times. The 
greatest challenge we are facing relates to the most important step of all - the actual award 
closing. As of this week, just over 500 homeowners have received their awards. I think everyone 
agrees, this is too slow. We still have 64,000 people calling a trailer home every night and they 
deserve to be back in their house NOW. 

To that end, we are continuing to apply pressure to ICF, insurers and lenders to address 
roadblocks and expedite the verification and closing process as much as possible, and have spent 
considerable time and effort to make sure that required data sharing witlr FEMA and SBA can 
occur effectively. But as I have learned in my brief career in government, nothing is as simple as 
it might appear. 

We did in fact receive full funding for the program in June of 2006. But those funds came down 
to us in Louisiana wrapped in red tape with strings leading back here to Washington. I discussed 
much of this bureaucratic inertia before Senator Lieberman’s Committee on Homeland Security 
and Governmental Affairs during their field hearing in New Orleans last week and received 
commitments from the Chairman and Senator Obama to explore what options we have for 
eliminating some of these barriers to our recovery. Senator Landrieu has been leading much of 
this fight on our behalf for some time now. 
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One particular area that should be addressed immediately is the SBA’s failure to distinguish the 
difference between a grant and a loan. Although SBA’s loans were every bit as slow in coming 
to our homeowners in the months after the storms as these Road Home grants, many Louisiana 
families have now received them and are taking advantage of the SBA’s lower interest rates on 
the capital they need to repair and rebuild. As any loan, the borrower signs a binding contract to 
repay the government this money. However, under regulations of the SBA, if a homeowner 
receives a grant to rebuild, it must use those funds to repay the SBA, placing a homeowner in a 
situation again of limiting their resources to rebuild. Since our grant program provides only a 
portion of the funds 

Even the SBA Administrator has admitted that a subsidized-interest-rate loan is not the same 
thing as a grant, and that a borrower - regardless of the grant - has an obligation to repay the 
loan note. Nonetheless, SBA has not adjusted their policy. Homeowners going to closing today 
are having their grant amounts reduced to repay this money back to the federal government 
immediately, even though they may need it to complete their repairs and have an ongoing 
responsibility to the federal government (which has already budgeted for these loans) to repay 
the note with interest. 

Another one of the most stringent delays of the program has come from federal requirements that 
a homeowner’s insurance benefits and the Federal Emergency Management Agency’s (FEMA) 
assistance for structural damage must be deducted from our calculation of a homeowner’s grant 
assistance. The deduction of insurance and FEMA funds designed to prevent a “duplication of 
benefits” are two examples of deductions and corresponding verifications that we have no choice 
but to include in our program design, but that are taking significant resources and time in order to 
comply with when attempting to move as quickly as possible to provide assistance to 
homeowners. 

National Flood Insurance Program Overview 

Contrary to conventional wisdom, Louisiana’s homeowners are some of the most enthusiastic 
participants in the National Flood Insurance Program (NFIP) compared to any other state in the 
nation (See Appendix A). 

Because most of south Louisiana’s Flood Insurance Rate Maps (FIRMs) were from 1985 or 
earlier, and in light of the data gathered during and after Hurricanes Katrina and Rita, FEMA 
decided to review/revise the FIRMs for most south Louisiana communities. In the coastal 
parishes, where storm surge flooding was most severe, FEMA issued Advisory Base Flood 
Elevations (ABFEs). These ABFEs serve as an interim guidance on safe building for those 
parishes where the current FIRMs are obviously wrong, but for which new modeling and 
engineering are necessary before new FIRMs can be produced. 

Recognizing that the ABFEs provided the best available science with respect to flood hazard for 
those communities, the LRA began giving incentives to parishes and local communities to adopt 
the ABFEs in order to access funds from the Hazard Mitigation Grant Program, as well as other 
sources that were being made available. Almost all of them have now adopted the ABFE’s, 
meaning that future flood risks will be lessened and giving home and business owners access to 
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additional benefits under the National Flood Insurance Program. Because the ABFEs result in 
changes in the expected 1 00-year flood plain, the flood risk for many structures changes, 
allowing home and business owners to access Increased Cost of Compliance (ICC) payments 
that were not available to them before. For instance, homeowners who were previously in Zone 
B (outside the 1 00-year flood plain), hut are now in flood Zone A (inside the 1 00-year 
floodplain) as a result of the adoption of the ABFEs are now eligible for ICC claims of up to 
$30,000. These funds can be used to elevate or floodproof their homes, reducing their flood risk. 
This has been a great benefit to many communities, and is a driving factor in at least one 
community’s efforts to adopt the ABFEs. 

ROAD HOME RENTAL PROGRAMS: 

Across southern Louisiana, approximately 82,000 rental housing units received major or severe 
damage from Hurricanes Katrina and Rita. Replacement of the damaged or destroyed rental 
housing in the hurricane ravaged areas is vital to the return of families and a strong workforce, 
and is a lynchpin of Louisiana’s recovery. 

All sectors of the economy have reported a workforce shortage due to a lack of affordable 
housing. Rental housing stock is also imperative to support the return of the high portion of 
residents that were renters prior to the storms, particularly in New Orleans, as well as the return 
of homeowners transitioning into repaired and rebuilt homes over the coming months. The repair 
of rental housing will also help to stabilize soaring rental rates, and help to stabilize communities 
through reducing blight. 

For these reasons, the LRA in close coordination with OCD designed several programs to 
support the redevelopment of rental housing in storm-impacted areas. Recognizing that the 
funds available would only rebuild a portion of the units lost due to the hurricanes, the LRA 
allocated funds for the Workforce and Affordable Rental Programs by formula to ensure that 
those parishes with the most damaged or destroyed rental housing stock would have adequate 
resources to replace significant numbers of affordable rental units. Resources are also allocated 
in a way to prioritize affordability and mixed-income development goals, and to produce units in 
all ranges of affordability. The Road Home Workforce and Affordable Rental Housing 
Programs have four broad goals: 

• To ensure that the workforce needed to accommodate full economic recovery has access to 
affordable rental housing; 

• To provide affordable rental housing to low income households who could not otherwise 
afford to return to their communities; 

• To ensure that affordable rental housing is provided in the context of high-quality, 
sustainable mixed-income communities, and 

• To ensure that a portion of affordable rental units will host supportive services for families 
with special needs or high risks following extended displacement. 

To support the programs, the State has set aside a total of $ 1 .5 billion in CDBG funds, which 
will supplement the estimated $1.7 billion worth of private investments triggered by Congress’s 
expansion of the Low Income Housing Tax Credit (LIHTC) program in the GO Zone legislation. 
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Through the CDBG and LIHTC investments in rental housing, we hope to create an estimated 
35,000 units in a broad mixture of deeply affordable units, mixed income development, and 1 to 
4 unit rental properties. Of CDBG programs, the LRA has designated $667 million for the Low 
Income Tax Credit “Piggyback” Program and $869 million for the Small Rental Property 
Program. 

Low-Income Housing Tax Credit (LIHTO and LIHTC “Piggyback” Program 

Through legislation creating the GO Zone, Congress authorized a special allocation of Low 
Income Housing Tax Credits (LIHTC) to repair and construct affordable rental housing. The 
LRA made $667 million in CBDG funds through the Piggyback Program, which will be paired 
with LIHTC, to make feasible mixed income development, deeply affordable units, and units for 
the elderly and disabled in permanent supportive housing — characteristics not usually found in 
LIHTC financed developments. 

To date, the Louisiana Housing Finance Agency (LHFA), which is the housing finance agency 
for the state, in conjunction with the LRA and the Louisiana Division of Administration’s OCD 
have worked to allocate 2006 GO Zone Credits and to forward allocate approximately $ 1 86 
million in 2007 and 2008 GO Zone tax credits. The total development cost of these transactions 
is approximately $2.7 billion and is expected to yield 1 7,000 units of rental housing. The last 
round was awarded in December 2006, and is required to he placed in service hy December 31, 
2008. 

A portion of these LIHTC credits in the 2007 and 2008 rounds were awarded on December 13 
along with $440 million in CDBG funds through the Piggyback to provide gap financing and 
Project Based Rental Assistance in order to assist 33 projects. These projects will create more 
than 5,700 new rental units in storm damaged areas. 

• These include redevelopment of four storm-impacted public housing developments. One of 
these housing projects will also be producing 244 single family homes for middle income 
purchasers, bringing the total number of units in these developments to 5,98 1 . 

• 26 of these developments will be mixed income projects serving a range of residents 
including both extremely low income households and market rate tenants. 

• In most cases, these mixed income developments will contain at least 60% market rate units 
and at least 20% deeply targeted units - affordable to households earning less than 40% of 
the Area Median Income. 

• In a few instances, most notably in the redevelopment of Public Housing projects, a second 
mixed income model was used. In these developments at least 30% of the units were market 
rate and no more than 33% were deeply tcugeted units. 

The Piggyback Program will also help special-needs populations achieve stable housing and 
successful lives by providing incentives for developers to create Permanent Supportive Housing 
(PSH) units. All of the developments in assisted with in the 2007 and 2008 rounds will provide 
at least 5% of their units for Permanent Supportive Housing (PSH). Many will provide more 
PSH units than the required set aside. This effort represents the first major development of PSH 
in the State of Louisiana and the very first PSH units to be provided in mixed income settings. 
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The program aimed to support an estimated 3,000 units with supportive housing services. Other 
HUD programs such as the McKirmey Vento Act, Project Based Section 8 Vouchers, Section 
811, and Section 202 program funds will supplement supportive efforts. 

While PSH imits will be created through the Small Rental Property Program, the need for 
vouchers for supportive housing rmits that can be integrated throughout the community remains. 
PSH households will require rents affordable for households at 30% AMI down to zero income. 
Vouchers will be needed to bridge the rent-gap between these affordable rmits and units that may 
be underwritten to support rents at the 50% to 80% AMI level. 

Small Rental Property Program 

Before the disaster, a large portion of low to moderate income working families resided in 
single-family homes, “doubles” and small, multi-family buildings with four or fewer units that 
were owned and operated by small-scale landlords, especially in New Orleans where an 
estimated 70% of rental property was owned by small landlords. In the wake of the storms, it 
became clear that an unprecedented number of these small, rental properties had been destroyed 
or severely damaged and were at severe risk of becoming blighted after the storm. For many 
renters, especially in and around New Orleans, housing was not affordable prior to the storms. 
According to the 2000 census, over two-thirds of the very low income households, households 
earning less than 30% AMI, paid over 30% of their incomes for rent, the HUD standard for 
affordability. 

The Small Rental Property Program will provide gap financing in the amount of $869 million, 
including administrative costs, for the repair of an estimated 1 8,000 small rental units. In doing 
so, the program will provide safe and affordable rental housing for working families. The 
funding will be split among the 13 most impacted parishes according to each parish’s 
documented damage to rental units. 

The gap financing will enable repairs to occur and limit the amount of debt and debt service 
required for properties, so that the owners will be able to charge affordable rents. The program 
will also prevent blight by rebuilding damaged properties and will stabilize rents in traditional 
neighborhoods by increasing the supply of housing. 

The first round of the program was launched last week on January 29th, and will accept 
applications through March 1 5th for as much as $200 million in funding. Award letters will be 
released at the begiiming of April, and the second round will commence immediately thereafter. 
As the program does not have enough resources to fund all damaged properties, the program 
currently anticipates a number of rounds of funding to give small landlords multiple 
opportunities to apply. Multiple rounds will also allow for the program to change award 
incentives as the results of each round are assessed. 

The program will be limited to property owners who owned the unit before the storm, and will 
provide priority to owner-occupied properties who are not eligible for the Homeowner Program, 
namely, owner occupants of 3 and 4 unit buildings. The program is limited to 1 to 4 unit rental 
properties. 


10 



337 


On a competitive basis, the program will provide from $1 8,000 to $72,000 per rental unit. The 
size of the incentive is determined by the level of affordability provided and the size of the unit. 
In exchange for accepting financial incentives, property owners will be required to provide 
affordable rents for households earning at or below 80% AML Rents are affordable if they 
comprise less than 30% of a household’s income. Incentives available will be in three tiers 
based on the income level of the tenants to be served. The maximum amount of subsidy will go 
to rental units where rents ate affordable for households with incomes at or below 50% AMI. 
Landlords may also choose to apply to the program and propose to charge rents affordable to 
households at or below 80% AMI, or at or below 65% AMI. The incentive award is in the form 
of a no payment, forgivable loan at 0% interest, due only upon resale of the property or failure to 
comply with the agreed-upon restrictions on rents and household incomes during the specified 
commitment period. 

An exception to the rule of pre-storm ownership will be allowed for non-profit entities. There 
will be a 5% set-aside for non-profits. While non-profits will be allowed to have purchased units 
since the hurricane, they will be required to provide an affordable unit for twenty years. In 
addition, non-profits will be in a position to provide units to house supportive services. 

First Time Homebuver Program 

Recognizing that households who were renters before the storm could benefit from home 
ownership, a first time homebuyers pilot program will be created by the Louisiana Housing 
Finance Agency to allow low- and moderate-income homebuyers to purchase damaged 
properties and to carry the home through the repair process. The pilot program will be funded 
through the budget for the Small Rental Property Program through a $40 million set aside. The 
program will be available in the early spring. 

Bringing Residents Home 

Rental Registry: 

Because the replacement of rental housing will fall far short of the rental housing lost due to 
insufficient resources, and many residents displaced by hurricanes Rita and Katrina are far from 
home and inadequately housed, the State is giving priority placement to hurricane displaced 
residents for all subsidized rental housing units. A total of $2 million in CDBG funds has been 
budgeted to provide the following resources to displaced renters to help facilitate their return 
home. 

Louisiana has initiated a Call Center and Homeowner Registry to allow former homeowners to 
indicate their interest in returning to their neighborhoods and investing in their homes. Eligible 
renters will be notified by mail, telephone, and the www.LouisianaRebuilds.info web portal to 
the greatest extent possible of the opportunity to access rental information, rental support and 
other needs for returning citizens. 
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From www.LousianaRebuilds.info , renters are referred to a web database, 
www.LAHousingSearch.org . where affordable rental housing is listed, and where they can 
access applications for income-assisted housing. www.LAHousingSearch.org is sponsored by 
the Louisiana Department of Health & Hospitals and the Louisiana Housing Finance Agency and 
is a free, online, searchable registry of housing in Louisiana. Landlords can list properties and 
benefit from the statewide marketing campaign. Renters may use the site to identify housing and 
features, both rental and for-sale. Any property owner will be able to list available properties, but 
units available through the Small Rental Property Program and all units providing supported 
services will be automatically listed. 


Vouchers; 

The storm left thousands of residents displaced not only across the state, but in communities 
across the country. The GO Zone LIHTC allocations. Piggyback Program, and Small Rental 
Property Program are creating units that will rebuild housing units and should help bring rents 
down, but units won’t be replaced on a significant scale for another year to well over two years. 
During the rebuilding period, returning home isn't accessible to the middle and lower income tier 
families unless they are able to secure a FEMA travel trailer site. Citizens who desire to move 
back and are able to afford their pre-storm rent levels still have difficulty moving home because 
of a limited housing supply and high rents. Resources to fund a flexible rent subsidy tied to the 
areas with most displacement would help to provide a stable housing for displaced citizens and 
transition people home as housing is replaced. 

Even those who have a housing option, a job waiting, and the means to pay rent in Louisiana 
have no way to return. There are hundreds of available units awaiting former public housing 
residents who have no means to obtain transportation home. FEMA paid to bus families away 
after the storm, but has not agreed to fully cover their costs of returning home. The need for 
transportation assistance would enable these residents to begin their journey home, reestablish 
their links to their communities, and reestablish their careers. 

Extension of Placed in Service Date for GO Zone LIHTC’s: 

The GO Zone LIHTC and CDBG funding for recovery has given Louisiana the opportunity to 
replace a portion of its lost rental housing stock. Nevertheless, the hurricanes continue to hinder 
our ability to rebuild housing nearly two years later. Increased construction costs, labor costs, 
utility costs, and insurance costs have made tax credit projects underwritten last year unfeasible 
and threaten their viability. Not only do stalled projects risk not being constructed, but the lack of 
construction is a real deterrent to other private investment. 

Current law requires projects receiving 2007 and 2008 GO Zone tax credits with a 30% increase 
in qualified basis and located outside of the designated qualified census tract to be placed in 
service on or before December 31, 2008. Approximately 65% of the units receiving tax credits in 
the GO Zone, underwritten with the increase in qualified basis, are at risk of losing the very 
credits required for viability if these deadlines are missed. To insure that the units at risk are 
successfully developed, the LRA, along with the LHFA and its nonprofit partners, the Louisiana 
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Association of Nonprofit Organizations (LAND) and the New Orleans Neighborhood 
Development Collaborative (NONDC), are requesting Congress to extend the December 3 1 . 
2007 placed in service deadline to December 3 1 . 2009. and to extend the December 2008 placed 
in service deadline to December 31. 2010. 


Per Capita Tax Credits; 

In addition, Louisiana receives approximately $8.6 million of Per Capita tax credits annually to 
satisfy the housing needs of the state. However, Hurricanes Katrina and Rita displaced tens of 
thousands of households in the GO Zone and distorted the supply and demand balance for 
affordable housing throughout the entire state. Because GO Zone credits can only be used in 
Difficult Development Areas within the GO Zone, there is an immediate need for additional Per 
Capita tax credits to fund the housing needs of people who fled the GO Zone and are now living 
and working in other regions of the state. To meet the increased demand for housing in non-GO 
Zone areas of the state, we are also recommending that Congress increase the state’s annual Per 
Capita allocation of low-income housing tax credits from $8.6 million armually to $17.2 million 
annually for the next five years. 

Insurance; 

Louisiana is also experiencing increases in the cost of insuring single family homes and rental 
housing developments. We have preliminarily estimated that insurance premiums have increased 
one-and-one-half to two times the pre-hurricane rate in the wake of Hurricanes Katrina and Rita. 
These increases have placed a tremendous burden on home buyers, homeowners and rental 
housing developers, and especially low- to moderate-income residents. 

To help reduce the increased cost of homeowner insurance, a portion of the interest on mortgage 
loans financed with the LHFA’s $236 million of single family mortgage bonds issued during 
2006 was allocated directly back to low-income borrower’s insurance escrow account as an 
insurance premium increase offset. The Insurance Premium Offset program deposits up to 
$165.00 per month into a low-income borrower’s escrow account to help take the sting out of 
higher insurance premiums — as well as providing 30-year fixed rate interest rates, prior to the 
2% rebate, at 4.5%. 

The LHFA, along with the LRA and OCD, is currently working to develop a similar program for 
rental housing developers. We are most concerned with the ability of rental housing 
developments with debt service coverage ratios of 1 .2 or less to absorb the higher insurance 
premiums. Approximately 30 to 35 projects fall within this category of the 240 projects in our 
pipeline. This represents approximately 2,800 to 3,000 of the 1 7,000 tax credit units approved 
for development. 

Cost Share; 

For the record, there are other issues of fairness tmd common sense that we would ask Congress 
to consider when reviewing the progress of our recovery. The costs of responding to truly 
catastrophic disasters such as Katrina and Rita are extraordinary at all levels of government. For 
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the State of Louisiana, the FEMA cost-share alone, even after it was adjusted up to 90% Federal 
share for FEMA’s Public Assistance program, is over $1.5 billion. This match requirement 
further burdens our recovery, given that Louisiana generates only about $8 billion in annual state 
tax revenues and has only 4.5 million residents. 

This $1.5 billion bill also does not include the many costs absorbed by the State which are 
ineligible for Federal reimbursement, including paying for the increased demand for social 
services, support for economic development and recovery; helping our communities plan their 
futures in the wake of these catastrophic events; paying to bring buildings up to the International 
Building Code (which will make them safer from future disasters); and paying for facility repairs 
that are required by law or due to deferred maintenance but not covered by FEMA assistance or 
insurance. 

At the local level, some of our parishes have had their economic hearts tom out through the loss 
of tax base, residents, and economic vitality. Some of our communities are stmggling to survive. 

Based on this severe impact, and the fact that much of the damages we experienced were the 
result of the failure of Federal levees which should have held in the face of a Category 3 event 
like Katrina, we need the Administration’s and Congress' support to adjust the Federal cost-share 
to 100% for all FEMA programs. After the tragedy of 9/1 1, Congress provided New York with 
100% federal cost share to recover from the disaster. They looked at magnitude of what the city 
and state were facing and leaned forward to cover 100% of the expense. FEMA also approved 
significantly 100% federal cost share for numerous disasters including Hurricanes Hugo, Andrew 
and Iniki, yet the same favorable treatment has not been shown Louisiana even though the 
projected per capita impact of Hurricanes Katrina and Rita in our state exceeds the costs of those 
disasters by many multiples (See Appendix B). In fact, Louisiana’s per capita impact is 
projected to be $6,700 for every man, woman and child in the State - more than thirteen times 
that of any other disaster in U.S. history. 

As of this point in time, the State of Louisiana as already paid a significant share of costs for this 
disaster. In addition to disaster costs unrelated to Federal relief programs, we have also paid 
approximately $400 million to FEMA already to match costs associated with their “Other Needs 
Assistance”and “Individual Assistance” programs. 

The federal government should waive any further state match costs, as they did for New York 
following 9/1 1, by increasing the federal cost share to 100% for all disaster relief programs 
authorized in the Stafford Act including public assistance and hazard mitigation. In the case of 
Public Assistance, this would only require a regulatory change, as the Stafford Act provides for a 
minimum Federal share of 75%, but offers no maximum cost-share. The President has this 
authority to make this happen today. In the case of Hazard Mitigation and Individual Assistance, 
this would entail an amendment to the Stafford Act or providing an exception to the cost-share 
structure found in that legislation. 

In the face of such catastrophe - particularly since much of it was the result of the failure of 
levees for which the Federal government had responsibility — Louisiana’s communities should 
not be required to pay FEMA more than a billion more dollars in cost share. 
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CONCLUSIONS 

Yes, we are making progress but as just outlined, many communities in South Louisiana are still 
suffering greatly - more than they should be this long after a disaster. In many ways recovery 
has yet to be felt in our neighborhoods, and in our homes. My neighborhood in St. Bernard 
Parish is a perfect example - most homes are still vacant and heavily damaged, roads, water and 
sewer are in disrepair, most businesses have yet to return. 

The simple truth is that recovery is not happening quickly enough. Things need to change. 

It should be noted that the need to provide housing assistance after a truly catastrophic series of 
events like Katrina and Rita is different from garden-variety disasters. It’s not just about helping 
people - it’s about restoring neighborhoods and cultures through the redevelopment of housing. 
It’s important to remember that we didn’t have a few hundred or a few thousand homes 
impacted. We had more than 200,000 homes damaged or destroyed entirely. Entire parishes, 
entire cultures were devastated. 

To say that Louisiana faces challenges in its recovery is an understatement. Replacing 200,000 
homes, rebuilding an economy, addressing the issues created by demographic and economic 
shifts, reconnecting people to their neighborhoods and cultures again - all complex problems that 
we need to address. 

We are all learning each and every day how to make progress. And we are learning lessons and 
changing our approaches to take into account the reality that the recovery from catastrophic 
disasters is fundamentally different than recovery from more typical ones. We aren’t just 
rebuilding homes and infrastructure - we are rebuilding civil society and community. That takes 
new ideas and creativity, along with a commitment to making things work. 

I am pleased that the Financial Services Committee has chosen to focus on the tremendously 
complex housing issues facing our recovery. It is my sincere hope that through the leadership of 
this committee, we can fix what is broken. Our city and state cannot heal and will not heal until 
we are back in our homes and living normal lives once again. 

Thank you for the opportunity to appear before you today. I’d be happy to take any questions 
that you may have. 
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Texas / South Central News 


Report: La. More Insured than any 
Other State for Flooding 


March 20, 2006 

In the aftermath of Hurricane Katrina, public officials and insurance experts predicted that the vast 
majority of property losses from the most costly flood in U S. history would be uninsured. 

But data from the office of Donald Powell, the Bush administration's liaison to the disaster zone, 
shows that Louisiana was a more enthusiastic participant in the National Flood Insurance 
Program than any other state in the nation. The (New Orleans) Times-Picayune newspaper 
reported in its March 19 editions. 

By Feb. 22, Louisiana residents had received $12 billion in flood insurance payments for claims 
related to Katrina, nearly as much as all the flood claims before Katrina paid by the government 
since the National Flood Insurance Program was created in 1968. 

The largest chunk of that money landed in the Lakeview neighborhood of New Orleans, where 
property owners in a single ZIP code, 70124, received checks totaling more than $1 biilion by the 
end of the year. The average payment was $143,023. 

The huge payouts caught many people by surprise because so many pundits and members of 
Congress had predicted a majority of homes would be uninsured. 

Members of Congress rose up in righteous indignation to scold residents of New Orleans, one of 
the most vulnerable cities in America, for failing to buy federal flood insurance and then coming 
hat in hand and asking to be bailed out with federal money. 

House Speaker Dennis Hastert, R-lll., questioned whether the federal government should spend 
money to restore sections of the city below sea level, and members of conservative think tanks 
urged Congress not to put any money into rebuilding properties that lacked flood insurance. 

"Although flood insurance is heavily subsidized, many - even most - property owners in New 
Orleans do not buy this insurance, expecting the federal government to bail them out whether or 
not they are insured," said Cato Institute Chairman William Niskanen in testimony to Congress 
about the disaster in September. 

In fact. New Orleans and the rest of state participates heavily in the flood insurance program. 

Of the 1 1 3,053 single-family homes in Louisiana that sustained hurricane-related flood damage in 
2005, at least 72,787 - 64.4 percent - were covered by flood insurance, according to Powell's 
data. 

By comparison, just 30 percent of the 28,800 flooded homes in Mississippi had flood insurance. 
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To pay Katrina claims, the Federal Emergency Management Agency, which oversees the flood 
insurance program, has had to borrow $18.5 billion from the U.S. Treasury because the agency 
hasn’t collected enough in premiums. In the past 12 years, the agency has borrowed $1.4 billion 
to recoup after other disasters. 

The problem lies in the flood insurance program itself - a rigged actuarial system that doesn't 
even try to balance its books or calibrate premiums in ways that would encourage safer housing 
practices in areas that flood repeatedly. 

"It's kind of ironic - we've had to borrow so much money that we won't be able to pay it back, and 
that has been cited as a weakness of the program,” said Ed Pasterick, a senior adviser to FEMA. 
"But in a way, you can cite it as a sign of the program's success. So many people were protected 
by flood insurance that we had to replenish the fund.” 

Katrina has made it clear that Louisiana is a standout success in a nation where the vast majority 
of people living in high-risk areas don't buy flood insurance. 

Consider Jefferson Parish, where Metairie became the first community in the nation to join the 
flood insurance program in 1969. Of the top 100 flood insurance markets, Jefferson Parish has 
the highest market-penetration rate in the country, with 84 percent of all single-family homes 
covered by the program, according to an analysis of flood insurance and census data by the 
newspaper. 

Also in the top 10, in terms of market penetration are: St. Bernard Parish, ranking eighth with a 
68.4 percent rate, and Orleans Parish, 10th with 66.7 percent. Altogether, six Louisiana parishes 
have market penetration rates that rank in the nation's top 25. 

At the other end of the spectrum is Harris County, home to Houston. Though Harris County has 
generated the third-highest number of repetitive flood claims in the nation - after Jefferson and 
Orleans parishes - its penetration rate for federal flood insurance is 25 percent. 

On average, just 5.4 percent of single-family homes in the nation's top 100 flood insurance 
markets have coverage, the newspaper's analysis shows. 

Information from: The Times-Picayune, www.timespicavune.com . 

Copyright 2007 Associated Press. All rights reserved. This material may not be published, 
broadcast, rewritten or redistributed. 

Find this article at: 

http://www.insuranceiournal.eom/news/southcentral/2006/03/20/66621.htm 
© 2007 Wells Publishing, Inc. Reprint Information | Home Search | Contact Us 
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New Orleans had better coverage than most other communities 

Sunday, March 19, 2006 

By Jeffrey Meitrodt and Rebecca Mowbray 
Staff writers 

In the immediate aftermath of Hurricane Katrina, public officials and insurance experts predicted 
that the vast majority of property losses from the most costly flood in U.S. history would be 
uninsured. 

Members of Congress rose up in righteous indignation to scold residents of New Orleans, one of 
the most vulnerable cities in America, for failing to buy federal flood insurance and then coming 
hat in hand and asking to be bailed out with federal money. 


The irony, now revealed in data painstakingly worked up by aides to Donald Powell, the Bush 
administration's liaison to the disaster zone, is that Louisiana was a more enthusiastic participant 
in the National Flood Insurance Program than any other state in the nation. 

Worth the effort 

Until Katrina swamped it in 6 feet of water, the Lakeview bungalow that Marie Callihan shared 
with her 94-year-old mother had never flooded. Not during Betsy. Not during Camille. 

Some of her neighbors thought the neighborhood would never flood, even though it lies below 
sea level in one of the most flood-prone parts of the United States. 

But Callihan knew better. She figured that when The Big One came, it wasn't going to spare her 
house. So the part-time treasurer at Sacred Heart Federal Credit Union scrimped and saved 
enough to cover the $1 ,000 annual premium for flood insurance, even though her mortgage had 
been paid off for decades, freeing her from any such obligation. 

Callihan was in the majority. Two out of three New Orleanians carried flood insurance - 67 
percent - compared with a national rate of about 5 percent. 

"If I could have bought more insurance, I would have," said Callihan, 74, who also paid two car 
notes and other bills on her $30,000 salary. "But I only had my income, and that wasn't much." 

Callihan's fears came true in August. By the time a helicopter arrived to rescue her ailing mother, 
who was floating near the ceiling on an air mattress, Callihan had watched the floodwaters 
destroy nearly everything she owned. 

Less than a month after an adjuster visited the property in October, Callihan received $197,000 
from the National Flood Insurance Program, enough to cover most of her rebuilding and 
refurnishing costs. 

"If I didn't have flood insurance, this whole house would have to be leveled - and my life would 
go with it," Callihan said. 

Money pours in 

Callihan's settlement is part of a river of money that has flowed into the region in the past six 
months. By Feb. 22, Louisiana residents had received $12 billion in flood insurance payments for 
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claims related to Katrina, nearly as much as all the flood claims before Katrina paid by the 
government since the National Flood Insurance Program was created in 1968. 

The largest chunk of that money landed in Callihan's Lakeview neighborhood, where property 
owners in a single ZIP code, 70124, received checks totaling more than $1 billion by the end of 
the year. The average payment: $143,023. 

The huge payouts caught many people by surprise, after all the bellyaching in Congress and 
elsewhere about Louisiana's profligate ways. House Speaker Dennis Hastert, R-lll., had 
questioned whether the federal government should spend money to restore sections of the city 
below sea level, and members of conservative think tanks urged Congress not to put any money 
into rebuilding properties that lacked flood insurance. 

"Although flood insurance is heavily subsidized, many - even most -- property owners in New 
Orleans do not buy this insurance, expecting the federal government to bail them out whether or 
not they are insured," said Cato Institute Chairman William Niskanen in testimony to Congress 
about the disaster in September. 

Niskanen was wrong about New Orleans. And like New Orleans, the rest of state also participates 
heavily in the flood insurance program. 

Of the 1 13,053 single-family homes in Louisiana that sustained hurricane-related flood damage in 
2005, at least 72,787 — 64.4 percent - were covered by flood insurance, according to Powell's 
data. 

By comparison, just 30 percent of the 28,800 flooded homes in Mississippi had flood insurance. 
Not enough money 

To pay Katrina claims, the Federal Emergency Management Agency, which oversees the flood 
insurance program, has had to borrow $18.5 billion from the U.S, Treasury because the agency 
hasn't collected enough in premiums. In the past 12 years, the agency has borrowed $1 .4 billion 
to recoup after other disasters. 

The problem lies in the flood insurance program itself - a rigged actuarial system that doesn't 
even try to balance its books or calibrate premiums in ways that would encourage safer housing 
practices in areas that flood repeatedly. 

"It's kind of ironic - we've had to borrow so much money that we won't be able to pay it back, and 
that has been cited as a weakness of the program," said Ed Pasterick, a senior adviser to FEMA. 
"But in a way, you can cite it as a sign of the program's success. So many people were protected 
by flood insurance that we had to replenish the fund." 

In fact, as Katrina has made clear, Louisiana is a standout success in a nation where the vast 
majority of people living in high-risk areas don't buy flood insurance. 

Consider Jefferson Parish, where Metairie became the first community in the nation to join the 
flood insurance program in 1969. Of the top 100 flood insurance markets, Jefferson Parish has 
the highest market-penetration rate in the country, with 84 percent of all single-family homes 
covered by the program, according to an analysis of flood insurance and census data by The 
Times-Picayune. 

Also in the top 10, in terms of market penetration: St. Bernard Parish, ranking eighth with a 68.4 
percent rate, and Orleans Parish, 10th with 66.7 percent. Altogether, six Louisiana parishes have 
market penetration rates that rank in the nation's top 25. 
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At the other end of the spectrum is Harris County, home to Houston. Though Harris County has 
generated the third-highest number of repetitive flood claims in the nation — after Jefferson and 
Orleans parishes — its penetration rate for federal flood insurance is 25 percent. 

On average, just 5.4 percent of single-family homes in the nation's top 1 00 flood insurance 
markets have coverage, the newspaper's analysis shows. 

Much as Louisiana nursed the hope that the big one would go somewhere else, there was an 
awareness that the region was a hurricane target. Pasterick said. "Because of that fear and 
vulnerability, I think there was a sense that, 'We better protect ourselves here.' And thankfully, 
you did," he said. 

Coverage falls short 

Local officials who are trying to persuade Congress to spend billions of dollars rebuilding the state 
cite the insurance data as evidence that residents did their part in protecting against a 
catastrophic event like Katrina. 

The big problem, they say, is that people didn't have enough insurance. Under federal law, 
lenders have to require only enough flood insurance to cover the outstanding mortgage balance, 
not the cost to rebuild a home, as is typical on a homeowners policy. 

In Louisiana, that often means that someone facing a $150,000 rebuilding project has about 
$80,000 worth of flood Insurance, said Walter Leger, chairman of the Louisiana Recovery 
Authority's housing task force. 

State officials say there is still a $10 billion gap between property damage caused by Katrina and 
losses that will be covered by insurance. 

"Given the risk, our investment in flood insurance was reasonable, but it wasn't sufficient to deal 
with a storm of this magnitude," said real estate expert Wade Ragas, a consultant to the 
Louisiana Recovery Authority. "I don't think there's anyplace on the planet where people write 
insurance based on the idea that large areas are going to be hit with a 35-foot tsunami." 

Typically, when a major flood strikes, only 10 percent to 20 percent of the damaged properties 
are covered by flood insurance, according to Robert Hunter, who ran the National Flood 
Insurance Program for six years and serves as director of insurance at the Consumer Federation 
of America. 

The problem, according to critics, is that the agency doesn't operate like a real insurance 
company. The rates it charges for coverage are far too low, the risks are not spread out over a 
large enough population, and properties that repeatedly generate flood claims are allowed to 
remain in the program indefinitely without any major adjustment in premiums. 

In the past 25 years, the government has shelled out $800 million to settle claims on 10,000 
properties that had two to four major losses, an average of $80,000 per property. Buying those 
properties and turning them into green space through the government's mitigation program, 

FEMA said, would have cost the government just $450 million. 

"Allstate could never run its business like that — no way," Allstate Insurance Co. spokesman Mike 
Trevino said. 'We'd be out of business." 

An identity crisis 

The most obvious solution, critics say, is for flood insurance to grow its way out of trouble. But 
unlike other insurance products, which are advertised aggressively by the industry, flood 
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insurance is virtually invisible in the marketplace. 

In 2005, for instance, private insurers spent $2.7 billion to advertise their products on television 
and other media, while the government spent just $8.3 million to promote flood insurance, 
according to TNS Media Intelligence, which tracks advertising spending. 

And if there is one type of insurance that needs some marketing muscle, it's flood insurance. 

Most people who need it don't have it, either because they don't know they live in a flood zone or 
because they figure the government will come to their rescue if disaster strikes, research shows. 

Congress is considering a variety of measures to strengthen the program, such as requiring more 
people to have flood insurance and increasing the amount of insurance available, but Hunter said 
the time for small fixes is over. 

The integrity of the program must be restored. Hunter told a Senate committee last month. "This 
means bringing the program back to its promise of covering all high-risk homes and businesses, 
eliminating unwise construction in the nation’s flood plains and taking steps to ultimately achieve 
actuarial soundness," he said. The only alternative, which Hunter said he deplores, would be to 
shut down the broken program. 

Program takes shape 

it was another Louisiana disaster — Hurricane Betsy, in 1 965 — that provided the impetus for 
creating the flood insurance program. At the time, flood insurance was largely unavailable in the 
private market. Insurers shied away from the business because it was so unpredictable ~ a single 
catastrophe could wipe out a company's ability to survive. 

With no history to build on, the government had to create the business from scratch. One of the 
first tasks was creating flood maps that would show which areas of the country were at risk of 
flooding. Communities were split into zones, with an "A" zone reflecting high risk, and other letters 
~ B, C and X - designating areas of low to moderate risk. 

To make the policies attractive, the government decided to subsidize the program. Instead of 
charging actuarial rates, which would generate enough in premiums to cover anticipated losses, 
the government elected to discount those rates 35 percent to 40 percent. 

The subsidy means the government is undercharging its customers about $750 million per year, 
according to a recent report from the Government Accountability Office. If FEMA removed the 
subsidy, which primarily involves homes in high-risk areas built before 1975, the price of those 
policies would jump from $585 to $2,000 per year, according to a government study. About 30 
percent of all flood insurance policies are subsidized. Policies on newer homes would not be 
affected. 

At first, flood insurance was purely voluntary and hardly anyone bought it. When Hurricane 
Camille hit the Gulf Coast in 1969, not a single home damaged by the storm was covered. Three 
years later, when Tropical Storm Agnes swamped the East Coast, there were only 95,000 flood 
insurance policies nationwide, and just $5 million of the $400 million in losses were covered. 

In response, Congress passed the Flood Disaster Protection Act of 1973, which required all 
homeowners living in a so-called Special Flood Hazard Area to buy flood insurance if they had 
loans with federally insured lenders. A special flood hazard area, also known as a 100-year flood 
plain, is an area in which there is a 1 percent chance of being flooded in any given year. 

Though the rule spurred the sale of a million flood policies in four years, critics say the 
government wound up using the wrong standard. In a 1979 report, the GAO noted that there were 
127 floods between 1968 and 1978 that met or exceeded the boundaries of a 100-year flood in 
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62 counties. 

Furthermore, FEMA, in its effort to promote flood insurance in low-risk areas, has noted that 
nearly 25 percent of its claims have been generated in parts of the country that weren't expected 
to flood. 

Robert Hartwig, chief economist at the Insurance Information Institute, said a more appropriate 
standard would be the 500-year flood, which would greatly expand the area in which flooding 
would be considered "high risk." 

"Most people think that if they live in a 1 00-year flood plain, that means a major flood won't 
happen there for 100 years," Hartwig said. "They don’t understand the risk. Over the life of a 
typical 30-year mortgage, your odds of being flooded in the 100-year flood plain are actually 26 
percent. That is pretty high." 

Concept gains ground 

Hartwig isn't the only fan of the 500-year standard. Several members of Congress have touted 
the idea as well, and there is a big push to increase the pool of properties that would be required 
to have flood insurance. In New Orleans virtually the entire city falls within the 500-year flood 
plain. 

As it stands, nearly half of the homes in high-risk areas have no flood insurance, which amounts 
to nearly 2 million properties, according to a recent study by the Rand Corp. 

Among homeowners with mortgages, the participation rate is about 75 percent in high-risk areas, 
but it falls to 18 percent for homeowners who are not subject to the mandatory participation 
requirement. 

"The only time most people deal with flood insurance is when they buy their house,” said Leger, 
chairman of the LRA's housing task force. "And if they don't live in the flood plain, they're told that 
they don't need it. But this is New Orleans. We all should have flood insurance.” 

That's a lesson David Hume is learning the hard way. Three years before Katrina struck, Hume 
refinanced and remodeled his five-bedroom home in Meraux, but he didn't take out flood 
insurance because his property is in a "B" zone, an area of low or moderate risk that doesn't 
require such coverage. 

He now faces rebuilding costs of $140,000, but like most local residents he is getting minimal 
help under his homeowners policy: $30,098 for structural damage. Many insurers are offering 
nothing at all under homeowners policies, based on the argument that the bulk of damage from 
Katrina came from rising waters and should be handled through the federal flood program. 

To help fill the gap, Hume is taking the $26,200 he got from FEMA for disaster assistance and 
spending it all on Sheetrock and other construction materials. He took a five-week leave of 
absence from his job to do much of the rebuilding work himself, but he's still facing some big bills 
from his roofers, plumbers, electricians and the air-conditioning contractor. 

"I'm running out of money," said Hume, who said he was hospitalized for ohest pains a few weeks 
ago. 'Tm going to be stuck with a house that’s a quarter done." 

Cut because of cost 

For other residents, the reason for not getting flood insurance was economic. Some people in 
New Orleans - especially elderly residents and those living on fixed incomes ~ said they couldn't 
afford the average $400 annual cost of coverage. 
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Laurette Williams said she hated the idea of going without flood insurance on her Gentilly home, 
which is in a high-risk zone. That's why she kept the coverage in place for more than 10 years 
after she paid off the mortgage, even though she usually had to put the payments on her credit 
card. 

But last year, Williams said, the payments were simply more than she could handle. Now she's 
trying to figure out what to do with her gutted property, which sustained heavy damage after 
taking on 5 feet of water. 

"If I could get an offer of $80,000 as is, I'd sell it to give me something to start over with," said 
Williams, a licensed practical nurse who has taken a job at a New Orleans nursing home because 
she can live on the site. 

Some residents said they would prefer not to have a choice about whether to buy flood insurance. 

"The flood maps don't point out the real risks," said Ervin Thomas, who didn't have flood 
insurance on two of the three properties he owns in the New Orleans area. "It's misleading to the 
people who live here." 

Thomas said he carried insurance on his house in Metairie because his lender required it, but his 
two rental properties in the Lower 9th Ward are uninsured because they're in a B zone and did 
not meet the mandatory provisions. 

"I wish it had been a requirement. It wouldn't have been a financial burden," said Thomas, who 
spent more than $150,000 to purchase and renovate the 9th Ward properties three years ago. 
"Then I'd have plenty of money to rebuild," 

Lax enforcement 

Though lenders are supposed to make sure that customers who live in high-risk zones have flood 
insurance, they don't always get the job done, research shows. After discovering that just 2 
percent of the 1,549 victims of a 1998 flood In Vermont had flood insurance, FEMA took a harder 
look at the records. It discovered that 45 percent of the people living in high-risk areas had 
mortgages but failed to obtain flood insurance. 

Overall, about 25 percent of the property owners for whom flood insurance is supposed to be 
mandatory don't have it, according to the Rand study. If a borrower fails to buy a flood policy, the 
lender is supposed to make the purchase and add the cost to the mortgage payment. 

Linder 1 994 legislation, any regulated lender who fails to require borrowers to obtain flood 
insurance can be fined as much as $100,000 each year. 

But federal officials have not cracked the whip. Though the Federal Deposit Insurance Corp., 
which regulates most of the nation's banks, found that 475 financial institutions had significant 
violations relating to flood insurance in 2002, the regulator has handed out just 58 fines since 
imposing its first civil monetary penalty in 2000, according to a recent FEMA study. 

Through the end of 2004, the seven agencies that regulate the nation's financial institutions had 
imposed fines on a total of 95 lenders, with an average penalty of $6,800, the study showed. 

Rather than beefing up enforcement activities, reformers say it would be simpler to take lenders 
out of the equation and require flood insurance from anybody who lives in a high-risk zone, 
whether they have a mortgage or not. 

"Voluntary purchase of flood insurance is an unmitigated failure," Hartwig said. "Most of the 
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people who could have benefited from flood insurance didn't buy it and won't buy it." 

By using the 500-year-flood standard, the government could double the number of homeowners 
in the program, from about 4 million to 8 million, according Larry Larson, executive director of the 
Association of State Floodplain Managers. 

"If you had a bigger mandatory pool, you'd have a lot more premiums coming in, and that would 
reduce everybody’s rates," Larson said. "You'd also have enough money to pay claims without 
borrowing money from the treasury." 

Another lesson from Katrina, critics say, is that the government isn't letting people buy enough 
flood insurance. Congress is debating legislation that would increase the limits on residential 
property from $250,000 to $335,000, and on commercial properties from $500,000 to $670,700. 

Some homeowners in the more affluent parts of New Orleans have discovered that the $250,000 
limit on structural coverage means they are facing hundreds of thousands of dollars in uninsured 
losses. Some of the grumbling, however, seems to reflect the mistaken assumption that flood 
insurance policies should cover the replacement cost of homes when in fact it is meant to cover 
repairs. 

Though some private insurance companies have been willing to cover that gap through so-called 
excess flood policies, most people in the New Orleans area had no idea before Katrina that the 
market even existed. 

"Agents are not marketing flood insurance to the extent that it can be marketed," Leger said. "I've 
talked to many people in Old Metairie and Lakeview who were never told it was possible to get 
excess flood insurance." 

Insurers blamed 

In general, insurance companies have done a poor job of marketing flood insurance for the 
federal government. Hunter said. 

Though flood insurance is backed by the federal government, a customer can't buy it directly from 
FEMA. Instead, under a deal that goes back to 1983, private insurers and their agents have an 
exclusive right to sell flood insurance and handle all claims. 

In the past five years, the industry has sold an additional 300,000 policies, or about half the 
number of new policies sold from 1978 to 1983, when the government was in charge of sales, 
Hunter said. 

"I fault the . . . companies for being very weak at selling this stuff," Hunter said. "The reason we 
allowed them into the program in the first place is that they promised they would sell a lot of this 
stuff, and they didn't." 

Industry officials said insurers have no profit motive to sell more flood insurance. 

"Think about how we run our business," said Allstate's Trevino. 'When we spend money on 
marketing and advertising, we spend it with the expectation that we are going to generate a return 
on our investment. But there is not a return we can generate here. We don't set the premium. All 
we can recover are our expenses." 
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On Sept.l5, 2005, President Bush stood in Jackson Square and promised 


ii an unprecedented response to an unprecedented crisis ^ 
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Testimony to the U.S. House of Representatives 
Committee on Financial Services 

By Ghebre Selassie Mehreteab, CEO and Co-Chairman, The NHP Foundation 

February 6, 2007 

Washington, DC 

Chairman Frank and committee members, I thank you for inviting me to speak today. 

I am the co-chairman and chief executive officer of The NHP Foundation, headquartered 
in Washington, DC with a regional office in Baton Rouge, LA. 

In 1989, The National Housing Partnership, a congressionally chartered corporation, 
established The NHP Foundation (NHPF) as a nonprofit organization to address 
America’s affordable housing crisis. 

NHPF is governed by a board of trustees composed of distinguished citizens in related 
fields of business and philanthropy, and from the academic world. NHPF is managed by 
a staff of high-caliber professionals who blend business skills with charitable purpose. 
(See Exhibit A) 

Since 1994, NHPF has preserved 44 properties totaling approximately 9,000 units in 14 
states and currently owns a portfolio of 28 properties or approximately 5,000 units in 11 
states. Our portfolio includes four damaged properties comprising 952 units in New 
Orleans and vicinity. 

For the first time in almost two decades, we have a Democratic-led Congress and a 
Republican-led Executive Branch, both with commendable track records of supporting 
the financing and production of low- and moderate-income housing. 

Chairman Frank’s mastery of the intricate financing for low- and moderate-income 
housing is legendary. We have worked with Congressman Frank for many years at the 
national level, as well as in Massachusetts’ 4th Congressional District. The nation is 
fortunate to have a person of Congressman Frank’s expertise as Chairman of the House 
Financial Services Committee. 

Similarly, Secretary, U.S. Department of Housing and Urban Development, Alphonso 
Jackson has been dedicated to ensuring that low- and moderate-income families break the 
cycle of poverty and reside in decent housing. The Secretary has used his combined 
experience in the public housing and private sectors to implement significant financial 
and management reforms in the Department of Housing and Urban Development. It is no 
coincidence that last week, after 15 years, the Government Accountability Office 
announced that HUD’s critical housing programs have been removed from its “high-risk” 
list. Our hope and expectation now, is that the Secretary and his staff will continue 
working closely with the Committee and others in expediting assistance in the process of 
rebuilding the Gulf Coast’s housing stock. 
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With both Congressman Frank and Secretary Jackson at the helm, I believe this is an 
opportune time to take bold action to tackle the acute shortage of affordable housing. 

Mr. Chairman and Committee members: Many people ask, “Why hasn’t more been done 
in the Gulf Coast Region?” This is a fair question. 

One of the challenges in the production of affordable housing is a financing gap, 
primarily due to the increased cost of construction and the astronomical cost of insurance 
premiums. These increased costs have significantly impeded our rebuilding efforts. 

Despite a significant amount of federal funds, there has been relatively little progress in 
the rehabilitation or new construction of housing projects in the region. To the extent of 
its capacity, NHPF has met many of these challenges through an innovative strategy 
combining public and private funding. 

The NHP Foundation’s business model combines elements of a successful real estate 
enterprise and an efficient charitable organization to create and preserve quality 
affordable housing. 

The NHP Foundation’s current activities — with 1,000 units under development and 2,000 
units in the pipeline — comprise a true success story. And every day we are getting closer 
to residents moving back into their homes in New Orleans. 

However, there is much more to be done. It is imperative that all citizens displaced by 
Hurricane Katrina have homes again — and as soon as possible. Like you, we believe, the 
rebuilding of New Orleans and the Gulf Coast is absolutely vital not only to the victims 
of Katrina, but also to our neighborhoods and communities across the nation. 

Mr. Chairman and Committee members, I am grateful for the opportunity to share our 
experiences in the rebuilding efforts. 

Financing Gap 

The NHP Foundation has benefited from federal programs, including the Low Income 
Housing Tax Credit program, and Community Development Block Grant program. We 
thank you for your financial commitments to these. However, there remains a significant 
financing gap. 

To close this gap, there is a need for grants or interest-free loans from philanthropic 
organizations, financial institutions, and corporations. I believe private sector 
institutions, especially those who have an interest in housing, can stimulate and expedite 
the rebuilding efforts. 

The NHP Foundation was able to close the financing gap for new construction and 
rehabilitation of our Katrina-affected properties through grants and interest-free loans 
from the Freddie Mac Foundation, the Ford Foundation, the John D. and Catherine T. 
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McArthur Foundation, the Bush-Clinton Katrina Fund, JPMorgan Chase Foundation, 
NeighborWorks America, and the State of Qatar. The layering of this public and private 
financing has enabled us to make significant progress in moving forward to rebuild the 
housing stock. 

Many skeptics question whether true rebuilding of the housing inventory is even possible. 
Our modest progress on the ground proves that it is possible; rebuilding is happening at 
this very moment. 

The NHP Foundation 

Our success in the redevelopment of the housing stock is due to our multi-faceted 
financial model consisting of public and private funding in addition to grants from 
philanthropic and corporate sources. This model enables NHPF to have the flexibility 
needed to efficiently construct and rehabilitate affordable housing — especially in times of 
acute crisis, such as in the Gulf Coast region. 

NHPF believes that developers and owners must look beyond just supplying affordable 
housing to residents. We must empower residents to break the cycle of poverty by 
providing supplemental education programs for school-aged children and access to health 
and wellness opportunities for all residents. 

The great need for quality and affordable housing in New Orleans and the Gulf Coast 
region was only exacerbated by Hurricane Katrina. Yet we did not allow these daunting 
challenges to prevent us from planning and executing an aggressive recovery program — a 
program to build 3,000 affordable units serving approximately 12,000 people in the Gulf 
Coast region. The total cost of this rebuilding effort is estimated to be approximately 
$300 million. 

To date, we are making considerable progress with one third of these units under 
construction and rehabilitation, amounting to more than 1,000 homes at a total cost of 
over $100 million in the State of Louisiana. 

Financing Structure 

NHPF has implemented a financial structure composed of three funding streams: 

• Conventional and bond debt amounting to 30 percent, of our total funding; 

o $21 million in conventional loan from Bank of America through its 
Community Development Group; 

o $9 million in the form tax-exempt housing bonds from State of Louisiana; 

• Low-Income Housing Tax Credit equity amounting to 45 percent of our total 
funding; 

o $45 million in equity from private investors; 

• Low interest loans and grants and amounting to 25 percent of our total funding; 

o $20 million from the Community Development Block Grant program 
o $5 million in philanthropic grants and interest free loans 
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We believe this financing technique could also prove successful for other organizations 
contributing to the rebuilding efforts and help citizens move back into their homes 
sooner. 

Conclusion 

As we all know, flexibility is a necessity in difficult situations. At NHPF, such an 
approach has been the hallmark of our activities for the past 15 years and will continue to 
shape our plans in the future. 

We ask that philanthropic entities, financial institutions, and corporations increase their 
contributions and combine their resources with the public sector, and help us close the 
financing gap. This approach will ensure that the Gulf Coast is rebuilt and our fellow 
citizens have the housing they need. 

Thank you for your time. 
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Exhibit A 


The NHP Foundation Board of Trustees 

Ambassador James A. Joseph, Co-Chairman 

Visiting Professor, T erry Sanford Institute for Public Policy 
Duke University, Durham, NC 

Ghebre Selassie Mehreteab, Co-Chairman and Chief Executive Officer 
The NHP Foundation 
Washington, DC 

Ralph F. Boyd, Jr., Trustee 

Executive Vice President of Community Relations, Freddie Mac 
Chairman, The Freddie Mac Foundation 
McLean, VA 

Thomas A. Carr, Trustee 

Former Chairman and CEO, CarrAmerica 
Washington, DC 

Patricia Diaz Dennis, Trustee 

Senior Vice President and Assistant General Counsel 
AT&T 

San Antonio, TX 

Robert F. Higgins, Trustee 

Managing General Partner and Co-Founder 
Highland Capital Partners 
Lexington, MA 


Dr. Risa Lavizzo-Mourey, Trustee 
President and CEO 
Robert Wood Johnson Foundation 
Princeton, NJ 
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Exhibit B 

NHPF’s Properties in Progress 
Walnut Square, New Orleans, LA 

After assessing the state of NHPF’s properties, we determined that Walnut Square, 
located in New Orleans East, was the most severely damaged in the storm. For more than 
30 days, the entire building was underneath 12 feet of standing water and suffered 
significant structural damage. In the end, it was not economically feasible to rehabilitate 
the property, and we were forced to make the tough decision to demolish and rebuild. 
When complete, Walnut Square will have 209 mixed-income units, meaning there will be 
a combination of fair market and affordable housing available, as well as both residential 
and commercial spaces. As with every NHPF property, we strive to serve the surrounding 
communities in addition to our residents. Walnut Square will bring local businesses back 
to the area in addition to affordable housing. 

Forest Park, New Orleans, LA 

Forest Park in Algiers, a New Orleans neighborhood, was also damaged, though not as 
extensively as Walnut Square. We are pleased to report that substantial rehabilitation is 
currently underway. If construction progresses smoothly, occupancy for this residence is 
even scheduled to begin in May 2007 and be completed by January 2008. Once fully 
restored, it will have 284 units of affordable housing. 

Tangelwood Apartments, Westwego, LA 

In contrast to Walnut Square and Forest Park, our properties in Westwego, which is part 
of Jefferson Parish, were not as badly damaged and will be completely rehabilitated. 
Tanglewood, consisting of two complexes, contains 384 units of affordable housing and 
has been nearly fifty percent occupied since the storm. 

Lake Charles & Ponchatoula, LA 

In addition to the properties we are constructing and rehabilitating in New Orleans 
proper, we are building 126 single family housing units in Lake Charles and Ponchatoula 
Louisiana. Our plan is to covert these two properties into homeownership. 

With the level of construction underway on NHPF’s projects alone and occupancy 
beginning in the spring of 2007, we believe we are demonstrating that rehabilitation and 
restoration of New Orleans affordable housing is feasible. 
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Congressional Testimony of James Perry. Executive Director of the Greater New 

Orleans Fair Housing Action Center — 2/6/07 

228 St. Charles Ave., New Orleans, Louisiana 
504-596-2 1 00, jperry@gnofairhousing.org 

Introduction 

Good afternoon, my name is James Perry, I am executive director of the Greater New 
Orleans Fair Housing Action Center (FHAC). Chairman Franks, Ranking Member 
Spencer Bachus, and members of the Committee, I would like to thank you for inviting 
me to speak with you today about fair housing issues facing New Orleans. 

FHAC is an 1 1 -year-old private, non-profit civil rights organization established to 
eradicate housing discrimination throughout the greater New Orleans area. FHAC 
promotes fair competition and equal opportunity in rental, sales, home lending, and 
provision of housing-insurance. FHAC is dedicated to fighting housing discrimination 
not only because it is illegal, but also because it is a divisive force that perpetuates 
poverty, segregation, ignorance, fear, and hatred. 

FHAC is the only full service fair housing center in the state of Louisiana. This means 
that we are the only group in the state of Louisiana that does both enforcement and 
outreach about housing discrimination laws. 

Zoning and Policy Discrimination by Local Governments 

Since the last time I spoke before members of this Committee, a new trend in 
discrimination has revealed itself - discrimination through zoning and policy by local 
governments. In the fall of 2006, St. Bernard Parish passed an ordinance that required 
owners of single-family homes, 93 percent of whom are White in St. Bernard Parish, to 
rent only to blood relatives. The result, it would be nearly impossible for non-whites to 
rent in the Parish. 

After attempting amicable resolution, GNOFHAC filed a lawsuit against St. Bernard 
Parish in U.S. District Court, Eastern District of Louisiana in order to prevent the 
enforcement of its blood relative ordinance. St. Bernard agreed to GNOFHAC’s motion 
for preliminary injunction, and a judge signed the order for the injunction on November 
14, 2006. Since then, the Parish has repealed the ordinance, but passed a stricter 
ordinance in its place that is no longer facially discriminatory, but may have comparable 
discriminatory effects. 

Other cities and parishes in Louisiana have attempted to zone particular groups out of 
housing as well. For instance, Slidell has worked on a zoning ordinance to limit multi- 
family development in its borders. Jefferson Parish passed a resolution calling for a 
limitation on low-income housing in its borders. 
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I would not that in the case of Jefferson Parish, a Parish council person has made 
repeated attacks on poor people and all but proclaimed poverty as illegal in the Parish. 
The actions by the Parish suggest the need for an 8‘'' protected class under the Federal 
Fair Housing Act - income. 

Public Housing 

This is particularly obvious when one considers the activities surrounding public housing 
in New Orleans. 

As many of you may know, the Housing Authority of New Orleans (HANO) is in 
receivership and therefore, run by the United States Department of Housing and Urban 
Development (HUD). I would submit to you that the HUD receive must be deaf 

Even today, more than one and a half years after Huiricane Katrina, public housing 
residents complain that they have never been allowed to even enter their apartments to 
retrieve their belongings -- even in complexes like the Lafitte Public Housing 
Development, that by HUD’s estimates, suffered little damage. 

I would further note, that in its efforts to demolish public housing in New Orleans, HUD 
has made it extremely difficult if not impossible for the majority of residents of public 
housing (most of whom are African-American) to return to New Orleans. As such, we 
request that you use your authority to force HUD to reconsider and redevelop its plan for 
providing public housing in New Orleans. Its goal in its new plan should be a process 
that allows for the immediate return of all public housing residents to New Orleans. 

Prior to Hunicane Katrina, HANO provided housing to approximately 14,000 families 
(49,000 individuals) through its public housing and housing choice voucher programs. 
HANO managed 7,379 public housing rental units, 5,146 of which were occupied. 

HANO had an allocation of 9,400 Housing Choice Vouchers pre Katrina, with 8,98 1 
vouchers utilized and another 700 issued to individuals searching for units.' 10,873 
families were on HANO’s voucher waiting list.' More than 95 percent of HANO’s 
clients arc African American. 

Since the stonn, a mere 1,300 families have returned to public housing units. Only 2,900 
families received emergency vouchers, and out of that number, only 1,297 families have 
been able to secure an apartment through the use of a voucher.' 

Organization, has been forced to file suit against the HUD led Housing Authority because 
in one complexes known as River Gardens, HANO moved its employees into units 
explicitly reserved for public housing residents. I am on record in the past as calling the 
St. Thomas River Garden HOPE VI Redevelopment a failure. I would reiterate that 
concern and note that HUD has stated that this failure is the model for the future of public 
housing in New Orleans and America. I call on you to reverse this effort immediately. 

Internet Advertising Cases 
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As previously noted, I testified before this Committee twice in 2006. In each instance, I 
told you about discriminatory advertisements on the Internet after Hurricane Katriana. 1 
quoted ads that said: 

• “I would love to house a single mom with one child, not racist but white only” 

• “Not to sound racist but because we want to make things more understandable for 
our younger child we would like to house white children” 

• “Provider would provide room and board for $400, prefers 2 White females.” 

• Please excuse my bigotry, but whites are preferred. 


At that time, I told you that we had filed complaints against the web sites and that there 
was comparable litigation against Craigslist. Working with your staffers, we agreed to 
wait on the outcome of the litigation before moving towards legislative change of the 
Communications Decency Act. Well, I regret to inform you that our complaints are at a 
standstill and the Craigslist won at the district court level. That is, it was ruled in Court 
that Craigslist is not liable for racist advertisements place on its website. Were the 
Washington post or New York Times to do the same, they would be held liable and 
forced to remove the discriminatory ads under the force of law. I urge Committee 
members to work immediately and aggressively to change the Communications Decency 
Act so that web site providers are not exonerated from liability when discriminatory ads 
are posted on their websites. 

Accessibility for People with Disabilities 

It is important to note that the same issues that I raised with regards to people with 
physical disabilities remain. FEMA, who has required many homeowners to raise their 
homes in order to qualify for assistance and Flood Insurance, has made no clear cut plan 
for making raised homes accessible for wheelchair users. What is good is a renovated, 
flood proof home with 1 0 feet of stairs, to a wheel chair user. 

Another concern that makes clear, the states lack of commitment to wheel chair users is 
that the state gutted the safe harbor portions from its newly passed building code. That is, 
the portions of the building code that insure that buildings are accessible for people with 
disabilities were completely removed from the code. 

Closing 

These and many issues confront and confound the rebuilding process. I respectfully 
request that to the extent possible, your Committee and members of Congress work to 
confront these issues. With that regard, I submit the following recommendations. 

Recommendations: 


Make Fair Housing a Primary Component in the Rebuilding Process 
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Federal, state and local governments should demonstrate their dedication to fair 
housing by assuring integration in the rebuilding process and implementing fair 
housing programs. The redevelopment of communities that are integrated in terms of 
race, national origin, and economic class must be a priority. Municipalities that receive 
Community Development Block Grant funds are required to affirmatively further fair 
housing. They should utilize a portion of these funds to fund the education and 
enforcement programs of local fair housing organizations. 

Fund Fair Housing Enforcement 

Fair housing enforcement is important for both detecting discrimination and holding 
accountable those who commit violations. The federal agencies that should enforce the 
Fair Housing Act include HUD, the Justice Department and the US Department of 
Agriculture. As the primary agency charged with fair housing enforcement, HUD 
should fund a national enforcement testing project to uncover the nature and extent of 
housing discrimination against people displaced by the recent hurricanes and people 
rebuilding in the Gulf Coast region. It should also take steps to identify predatory 
lending and home repair schemes. Local fair housing organizations in the Gulf Coast 
region should receive additional funding from HUD and other entities for their 
enforcement programs. 

Fund Fair Housing Education 

Congress should approve funding for a fair housing education campaign, specific to 
victims of Katrina, to be developed and run in print and electronic media outlets. 
Resources should be allocated to address the needs of those who respond to the 
campaign. 

Provide Accessible Housing for Persons with Disabilities 

In order that they meet accessibility standards and fulfill their obligations to 
affirmatively further fair housing, FEMA and HUD should incorporate the perspective 
of disabled citizens in all stages of rebuilding. They should construct shelters and 
trailers with accessible entrances and place these trailers on pavement easily navigable 
by standard wheelchairs; train staff on disability rights and assistance in order to more 
ably provide accommodations such as Braille, closed captioned information and other 
assistive devices; and assure that FEMA trailers and FEMA and HUD housing be 
integrated with the larger community. 

Government agencies at all levels should ensure that rehabilitated and newly 
constructed housing meet the highest standards of accessibility. 

Hold Federal Agencies Accountable for Upholding the Fair Housing Act 
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Congress should hold all federal agencies involved in rebuilding, including HUD and 
FEMA, accountable for meeting the requirements of the Fair Housing Act, the Housing 
and Commimity Development Act, and all other civil rights, disability rights and 
housing laws that apply. 

Dedicate Resources to Preserving and Expanding Affordable Rental Housing 

The lack of affordable rental housing is acute on the Gulf Coast and prevents many 
evacuees from returning. Congress and HUD should facilitate their return by providing 
funds for housing construction and providing rent subsidies in the form of Section 8 
vouchers to assist with the high cost of housing. They should increase funding for the 
Low Income Housing Tax Credit program to induce builders to construct affordable 
rental units on the Gulf Coast, while requiring that those units help form integrated 
communities rather than perpetuating segregation. State governments should utilize 
their funding and target resources to preserve affordable rental housing. 
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U. S. House of Representatives 
February 6, 2007 


Housing and the New Orleans Economic Recovery 

James A. Richardson 
Director, Public Administration Institute 
John Rhea Alumni Professor of Economics 
Louisiana State University 
Baton Rouge. Louisiana 


Introduction 


In November 2005, three months after Katrina had pounded Louisiana and the 
Gulf Coast causing significant and substantial damage to residential and business 
properties, schools and hospitals, manufacturing facilities, public infrastructure, and other 
buildings and facilities, my co-author. Professor Loren C. Scott, and myself presented the 
Louisiana Economic Outlook for 2006 and 2007.’ We noted that housing would severely 
limit the recovery of the New Orleans Metropolitan Area for 2006 and 2007; in October 
2006, more than a year after Katrina Professor Scott and myself in the Louisiana 
Economic Outlook for 2007 and 2008^ indicated the New Orleans Metropolitan Area 
would not have a substantial recovery given the absence of an accelerated increase in 
housing. 

Housing. Population, and Employment Facts 

Most natural disasters typically run an established course. First, the capital assets 
of a community are damaged or destroyed, disrupting local and sometimes national 
economic activity for a short period of time, while putting extra burdens on local, state, 
and federal governmental agencies, as well as on the private sector. Second, once the 
damage has occurred the private economy with assistance from federal, state, and local 
authorities, initiates a recovery process that ordinarily moves the local economy back to 
its pre-disaster level within a relatively short period of time. Mega-catastrophes such 
as Katrina are different, not only in degree, but also in kind. Not only did Katrina 
cause unprecedented damage to the physical infrastructure of the affected areas, 
but the recovery process has been much more difficult than in any previous natural 
disaster, specifically in the most heavily damaged areas of the New Orleans 
Metropolitan Area. 

Hurricane Katrina created a surge along the Mississippi Gulf Coast and on the 
north shore of Lake Ponchartrain in Louisiana essentially wiping homes off their 


* Louisiana Economic Outlook, 2006-2007, Loren C. Scott and James A. Riciiardson (E. J. Ourso College 
of Business, Louisiana State University, November 2005). 

’ Louisiana Economic Outlook, 2007-2008, Loren C. Scott and James A. Richardson (E. J. Ourso College 
of Business, Louisiana State University, 2006). 
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foundations. In New Orleans the hurricane created breaches in the levee system that led 
to catastrophic flooding covering over 80 percent of Orleans Parish in water; almost all of 
St. Bernard Parish; and some of Plaquemines Parish. This was a natural disaster unlike 
any the United States has had in the last 100 years. Families could not return quickly to 
their communities because there was no housing. If families cannot return, workers will 
not be available for businesses that produce goods and services for people throughout the 
world, and customers will not be available for businesses that service the local 
population. The lethargic recovery in the New Orleans area is directly tied to the number 
of days between the storm and the time when families were able to return to their homes; 
in fact, in a number of neighborhoods in Orleans and St. Bernard Parishes today, families 
still cannot return to their homes. 

Table 1 indicates the damage to housing, which is a good proxy for damage to 
other capital assets as well, and the dismption of employment, which is a good proxy for 
disruption to ongoing production processes throughout the economy. Over 87 percent of 
the housing stock in Louisiana that incurred major and severe damage from both 
Hurricanes Katrina and Rita was in the New Orleans Metropolitan Area. Even within the 
New Orleans Metro the distribution of major and severely damages houses is skewed to 
three parishes — Orleans, St. Bernard, and Plaquemines. 


Table 1. Louisiana: Housing (proxy for damaged capital) and 
Employment (proxy for disruption of production process) 


ISou 

rce: FEMA and Bu 

pau of Labor Stati 

sticsl 

State/MSA 

Louisiana 

New Orleans 

NO Metro as percent 
of state 

Total Damaged 

Housing Units 

515,249 

315,288 

61.2% 

Severe and Major 
Damaged Units 

204,737 

178.601 

87.2% 

Total as Percent of 
Housing Stock 

31.0% 

63.2% 


Gain or Loss of 
Employmaat from 

8/05 to 12/06 

(162,000) 

(163,000) 

100.0% 

Percentage Change in 
Average Employment, 
2005 pre-Katrina/Rita 

(S.3%) 

(26.7%) 
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Katrina affected all housing in the New Orleans area, owner-occupied and rental 
units. Damaged owner-occupied and rental units by parish are presented in Table 2. 
First, note the percentage of housing units damaged in these five parishes. Over 70 
percent of all houses, both owner-occupied and rental units were damaged in Orleans, 
Plaquemines, St. Bernard, and St. Tairunany parishes. Over half of the houses in 
Jefferson parish was damaged by Katrina. For the five parishes most affected by the 
Katrina just over 40 percent of the housing units were rental units with over half of these 
rental units being single-family dwellings. Orleans parish had the most rental units 
absolutely and proportionately. Just over half of all housing units in Orleans Parish are 
rental units. Just over two-thirds of these rental units in Orleans Parish are single-family 
dwellings. 

The rate of the recovery is not related to the owner-occupied/rental unit ratio but 
to the extent of the damage in the parish. Orleans has a relatively high rental rate 
compared to the metropolitan area and is still trying to get its recovery rolling. St 
Bernard parish is struggling in its recovery and this parish has a very low rental rate for 
homes. However, it is also true that Orleans parish with a large number of families living 
in rental units will depend on programs that provide assistance to rental units more than 
St Bernard parish will lit order to secure housing for persons returning to the parish. 


Table 2 

Damaged Owner Occupied and Rental Housing Units in 


Five Parishes Most Affected by Katrina 


Parish 

i 

Percent 

Houses 

Damaged 

1 Damaged Owner-occupied and Rental Units i 

Owner- 

Occupied 

I Rental Units 

Rental 

to 

Total 

Single 

MF,<10 

MF,>10 

Total 

Jefferson 



15,572 

8,370 

13,024 

37,146 

39.5% 

Orleans 

71.0% 

66,609 

46,015 

6,799 

14,921 

67,735 

50.4% 

’laquemines 

80.0% 

5,095 

1,887 

178 

58 

2,117 

29.4% 

St. Bernard 

81.0% 

14,037 

4,360 

1,126 

706 

6,192 

30.6% 

!t, Tammany 

70.0% 

39,557 

6,830 

520 

1,877 

9,235 

18.9% 

Total 


181,965 

67,834 

16,473 

28,709 

122,425 

40.2% 


Owner-occupied and rental housing imits are illustrated in Table 3 by 
neighborhoods in Orleans Parish. It is very important to appreciate the differences in the 
neighborhoods in New Orleans. The city has two distinct personalities. Certain parts 
such as the French Quarter, the CBD, the Garden District, and Uptown, those areas with 
extensive but limited damage, are in the process of recovering. Other areas such as Mid- 
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City and Gentility have some recovery at this time, but it is limited because housing is 
simply not available. Areas such as Lakeview, New Orleans East, and the Lower Ninth 
Ward have very limited recovery because of the nature of the damage to capital assets in 
these areas. High rental to total housing units rates are present in neighborhoods that 
were not badly damaged by Katrina such as the French Quarter, the Garden District, and 
the Central Business District. High rental rates are also present in neighborhoods that 
incurred major damage from Katrina such as Mid-City and Bywater. Low rental rates are 
present in neighborhoods such as Lakeview and Gentility, areas that received severe 
damage from Katrina. 

On the ground observations suggest different strategies for rebuilding. For 
example, in Gentility where the ownership rate is relatively high, many families have 
returned to live in trailers on their property and are working on their homes in the 
evenings and on the weekends. In Mid-city where the rental rate is relatively high, one 
sees more contractors and workers during the day. 


Tables 

Owner Occupied and Rental Housing Units in 
Neighborhoods in Orleans Parish 


Percent 


Damaged Owner-occupied and Rental Units 


Parish 

Houses 

Damaged 

Owner- 

occupied 

Rental Units 

Rental 

to 

Total 

Single 



Total 


32.1% 

249 

274 


56 

467 

65.2% 

Garden District 

MilliMI 


4,549 

BSi 

1,275 



Uptown 





278 

■Mgilf 

miiKism 

bsqshhh 



12,335 

2,055 

1,741 

16,131 

■BWflaa 


IM 

■UEUyH 

1,569 


■PI 

1,852 



85.1% 



WSSSM 


3,770 

ebei 


77.3% 


5,746 


■gga 

6,715 

masm 

NO East 

98.8% 


4,719 


6,803 

12,494 

47.8% 


92.1% 

2,981 

2,395 

220 

111 

2,726 

47.7% 

Warehouse/CBD 

47.8% 

162 

153 

17 

129 

299. 

64.8% 

Others 

73.0% 

9,133 

4,727 

697 

3,385 



Total 

71.0% 

66,609 

46,015 

6,799 

14,921 

KrllrJeliil 

Esm 
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Table 4 illustrates the population changes in the New Orleans Metropolitan Area 
since Katrina. Population estimates are fragile since there are no census type surveys on 
a monthly basis, but these estimates provide a benchmark for the overall metropolitan 
area. Post-Katrina population in Jefferson, Orleans, Plaquemines, and St. Bernard 
parishes has diminished by over 35 percent, while population in the overall New Orleans 
Metro has diminished b over 25 percent. Housing, population, and employment are all 
intertwined. 


Table 4. Displaced Persons: Louisiana 


Population 

Pre 

Post 

- Orleans; 

462.3 

192.5 

- Jefferson: 

453.6 

408.2 

- St. Bernard: 

65.6 

16.2 

- Plaquemines: 

29.0 

22.8 

- Total in Bowl 

1.010.5 

639.7 

- St. Tammany: 

213.6 

248.0 

- St. Charles 

50.1 

51.8 

- St. John the Baptist 45.6 

49.3 

-Total Area hit; 

1.319.8 

988.8 


Dynamics of Employment and Housing 

The dynamics of the economy and the importance of housing are illustrated in 
Figure 1. In 2005 the New Orleans Metro had just over 600,000 persons employed and a 
housing stock of just over 550,000. As of August 2005 there was not a housing 
deficiency. Housing did not limit the growth of the New Orleans economy pre-Katrina. 
Other factors limited the growth of the New Orleans economy. 

Katrina disrupted the economy and destroyed a large part of the housing stock. 
By the end of 2006 employment is up to close to 450,000 persons or about 73 percent of 
pre-Katrina employment while the housing stock is about 63 percent of pre-Katrina 
housing. There is a housing deficiency of just about 70,000 homes. This deficiency is 
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being made up with trailers, some manufactured homes, commuting by persons from 
parishes outside the New Orleans Metro, and families and friends making more 
productive use of the existing housing stock. Trailers peaked at just over 73,000 in July 
2006 but by January 2007 trailers had dropped to just over 60,000. Obviously, families 
have found alternatives to trailers during the last six months. 

If employment were to grow to 500,000 jobs by the end of 2007 or just over 80 
percent of pre-Katrina employment, the housing deficiency will grow to over 100,000 
homes; and, if employment were to grow to 550,000 jobs by the end of 2008 or just about 
90 percent of pre-Katrina employment, the housing deficiency will amount to over 
130,000 homes. New jobs can grow faster than replenishment of the housing stock, but 
this employment growth and economic recovery will be limited by the ability to replenish 
the housing stock. For New Orleans to grow economically the citizens must be willing to 
continue living in trailers or in other temporary housing arrangements or continue to 
commute from outside the New Orleans Metro if the rebuilding of permanent housing 
cannot be accelerated. 

Projections for the New Orleans economy tend to plateau in about two years 
because the housing deficiency will prevent other segments of the economy from what 
would be their natural growth. Projections for 2008 for New Orleans suggest a smaller 
number of jobs being created than in 2007 — ^the infrastructure to support additional 
workers is simply not available. Long-term projections have a wide margin of error at 
this time since there are so many unknowns about the re-development of the New Orleans 
area-such as the workability of the new Unified New Orleans Plan, the success of the 
housing programs now in place, the success of business development plans such as the 
true impact of the Go Zone tax incentives, and any new program that might be geared to 
accelerating the recovery. 

The dynamics of the economic recovery becomes more complicated as it takes 
longer to get families back to the New Orleans Metro. If the families could have moved 
back to their homes just after Katrina, the recovery would be proceeding along nicely. 
But because that was not possible due to the extent of the damage, many questions have 
to be answered before a family can make a commitment. Housing must be available or at 
least highly probable that it will become available; however, now the family must make 
sure jobs are available, schooling is available for their children, and basic social services 
are available. In a perfect world we would solve aU of these issues simultaneously. In 
reality, we have to start -with one issue and find a solution for it and then cope with other 
issues as they come along. Hence, the focus on housing is the starting point for 
accelerating and maintaining the recovery. 
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Table 1. Dynamics of Katrina: 

Estimated Housing Stock and Estimated Required Housing 
200S-2008 
(in thousands) 



2005 2006 2007 2006 


As would be predicted the imbalance between workers and families trying to 
return to the New Orleans area and the deficiency of available housing, housing prices 
have risen. As an example, the military allowance for housing for military personnel 
working in Louisiana rose fi;om the 2005 rates to the 2007 rates by 42 percent in the New 
Orleans region and by 33 percent in the Baton Rouge region. Statewide the military 
allowance for housing rose by just over 16 percent. These military allowances are based 
on surveys of the designated areas. In New Orleans apartment rents as reported in the 
Brookings Institution’s The Katrina Index increased by just over 44 percent fi:om 2005 
through' 2007. A survey by the New Orleans Times-Picayune recorded a surge in 
apartment rents from $800 to $1,357 or almost 70 percent from pre-Katrina apartment 
rents to October 2006 apartment rents. 

The cost of housing does not reflect other costs associated with living in an area 
that incurred a significant catastrophic storm, such as insurance costs, utility costs, and 
other living costs. 


370 


Testimony to 8 

Committee on Financial Services 
U. S. House of Representatives 
February 6 , 2007 


Moving the Housing Market Forward 

If housing has had such a restraining effect on the overall recovery of the New 
Orleans economy and is projected to continue to have a limiting influence on the rate of 
recovery of the New Orleans economy, the question is how can the housing market be 
moved forward. Is there a public policy or policies that will accelerate the recovery of 
New Orleans? 

Many public policies are focused on the demand side of the housing market — 
subsidies to provide assistance for persons with certain income characteristics, low 
interest loans to attract more shoppers to the mix; and, other policies to direct money to 
households. However, the real constraint is on the supply side at this time. Any large 
effort to influence the demand for housing will create upward pressure on housing prices, 
at least in the short term. The higher prices will attract more housing developers, but the 
market process will not work itself out in several months. This simple fact leads to the 
first ingredient in any public policy. 

We need to have realistic expectations. During the 1990s the entire state of 
Louisiana added about 13,600 new homes per year. If 13,600 new homes were rebuilt in 
the New Orleans area each year, it would take almost 15 years to get the housing stock 
back to its pre-Katrina level assuming all of the damaged homes had to be totally rebuilt 
and assuming all families decided to return. If the New Orleans area only gets close to 

5.000 new homes per year, it will take 40 years to get back to the pre-Katrina level. 
There is a simple physical constraint on the ability of any area to rebuild/repair almost 

200.000 homes quickly. In 2006 the city of New Orleans issued just about 500 new 
residential building permits for single-home and multi-family units. By November 2006 
the city had issued over 54,000 building permits for repairs and rebuilding existing 
houses. No one knows how many of these persons have started the rebuilding or exactly 
when they expect to initiate any rebuilding. 

Second, tax credits to encourage the building of all types of housing, including 
affordable housing, provides the incentive to the reconstruction of the devastated housing 
stock. But, even this type of public assistance will have some resistance from the lack of 
sufficient workers. 

Third, rebuilding requires skilled workers, carpenters, electricians, plumbers, and 
others. If all families tried to rebuild at once, labor prices would rise dramatically 
because such a labor pool simply does not exist. The higher wages would attract new 
workers to these professions. However, it takes time for these new workers to influence 
the market place. One goal of federal and state employment policy should be to provide 
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training for those persons who want to become one of these skilled workers. This too has 
a time dimension to it' — again the need for realistic expectations. 

Fourth, the housing market responds to economic signals. We want these 
economic signals to reflect accurately the consensus of consumers. The government may 
want to influence the market by working through the economic signals that motivate 
housing developers to respond. For example, the New Orleans tourist industry needs 
employees to recover. Presently, the tourist industry has about two-thirds of the 
employees it had pre-Katrina and this number has been relatively stable for the last six 
months. That is, for the last six months employment in the leisure and hospitality 
industry has stayed at about two-thirds of its pre-Katrina employment level. This labor 
market will have to grow if the New Orleans tourist industry is to recover fully. Housing 
costs will hamper the ability of these workers to return to New Orleans. The industry 
can respond to the market by raising wages to an extent and this has happened, but the 
industry has to compete with cities across the nation that compete for the tourist trade. 
The ability of the tourist industry in New Orleans to raise wages sufficiently to factor in 
the higher housing costs in New Orleans will be limited by the existence of a very 
efficient market place. 

Government has taken several steps in the case of workers with certain income 
levels to influence the market through tax credits, community development block grants, 
and other such processes. The Louisiana Road Home program has allocated $869 million 
in rebuilding incentives for rental units. Of this amount, $577 million or 70 percent of 
the total will be allocated to Orleans Parish, while $106 million or 13 percent of the total 
to Jefferson Parish. 

The housing program has established loans based on the income levels of persons 
who will be renting the apartment. For example, if the renter is making $26,125 or less 
than the landlord can borrow up to $47,000 to repair a two bedroom apartment and can 
charge up to $590 per month. If the renter makes $41,800, the landlord can borrow up to 
$16,500 and charge $940 per month. Finally, the loans become a grant if the rents are 
maintained for ten years. The success of this program will depend on how well these 
parameters fit the market place. If the rent is pegged too low, the landlords will not use 
this source of funding. 

The US Congress passed and the President signed the GO ZONE act in December 
2005. In order to promote and accelerate the rebuilding of the hurricane-damaged area, 
this tax incentive act included termination date for the use of certain tax incentives. 
These termination dates of the tax incentives now needs to be re-thought because of 
experiences with the recovery process in the heavily damaged areas. The Louisiana 
Housing Finance Agency, along with the Louisiana Recovery Authority, and the 
Louisiana Office of Community Development, has allocated 2006 GO Zone tax credits 
and forward allocated 2007 and 2008 GO Zone tax credits. Current law requires projects 
receiving 2007 and 2008 GO Zone tax credits with a 30 percent increase in qualified 
basis and located outside the designated qualified census tract to be placed in service on 
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or before December 31, 2008. About 65 percent of the units receiving these tax credits 
are at risk of losing them. It is imperative that the Congress extend the place in service 
December 31, 2007 deadline to December 31, 2009 and the place in service December 
31, 2008 deadline to December 31, 2010. 

The significance of these developments in areas outside the heavily damaged 
areas is that families are relocating to areas within the state because of the long-term 
recovery issues in the New Orleans area. Famihes must get their feet on the ground 
quickly— a family does not have time for a five-year plan. A community can think in 
terms of five-year plans. Government policy must be focused on assisting famOies as 
well as assisting the rebuilding of a community. These two focus points may require 
different policies or different emphasis. 
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Good morning, thank you very much Chairman Frank and Ranking Member Bachus and 
members of the committee for giving me the opportunity to speak with you today. 

Hurricane Katrina made land fall in Mississippi on August 29, 2005, and was the worst 
natural disaster to ever strike the United States. Damage along Mississippi’s Gulf Coast 
was widespread and damage estimates were over $125 billion. The Federal Emergency 
Management Agency (FEMA) reported there were 65,380 homes in south Mississippi 
damaged or destroyed. It was estimated there were 44 million cubic yards of debris in 
south Mississippi, as compared to 23 million cubic yards as a result of Hurricane 
Andrew. 

The Fiscal Year 2006 Department of Defense Appropriations Act (H.R. 2863) included 
$29 billion for specific needs arising from Hurricane Katrina that was not covered by the 
Stafford Act. The U.S. Department of Housing and Urban Development (HUD) allocated 
$5,058 billion to Mississippi for disaster relief and long-term recovery related to the 
consequences of Hurricane Katrina. The Mississippi Development Authority (MDA), 
which already administers the state’s Community Development Block Grant (CDBG) 
program, administers Mississippi’s share of these funds. 

The 2006 Emergency Supplemental Appropriations Act for Defense, the Global War on 
Terror, and Hurricane Recovery, appropriated $5.2 billion in CDBG funds for necessary 
expenses related to disaster relief, long-term recovery, and restoration of infrastructure 
directly related to the consequences of the covered disasters. HUD allocated $423 million 
of these funds to Mississippi of which a minimum of $8 1 .78 million will be used for 
repair, rehabilitation and reconstruction of the affordable rental housing stock in the 
impacted areas. 

Based on inspection data conducted by FEMA and the Small Business Administration 
(SBA) as of March 31, 2006, the estimated housing unit damage for owner-occupied 
housing units was 169,667. Of this number, 24,157 were severely damaged or destroyed 
and 38,166 received major damage. The number of owner-occupied housing units on the 
Mississippi Gulf Coast located outside the 100-year flood plain with flood damage was 
19,787, of which 16,848 had maintained hazard insurance. The number of owner- 
occupied housing units located inside the 100-year flood plain with flood damage was 
10,254, of which 1,768 were totally uninsured and 3,148 had maintained hazard 
insurance only. 
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As of October 15, 2006, the Mississippi Conunissioner of Insurance reports 486,913 
clciims have been made statewide as a result of damage incurred by Hurricane Katrina, of 
which $1 1.9 billion have been paid. 235,849 claims were reported for Hancock, Harrison 
and Jackson Counties, Mississippi, of which $8.36 billion have been paid. In addition, 
SBA has reported loans to 31,100 Mississippi homeowners and renters totaling in excess 
of $2 billion. 

Working with our federal partners, local governments and the private sector, the State of 
Mississippi is pursuing a comprehensive approach to rebuilding homes in south 
Mississippi. 

HUD approved the $3,423 billion Mississippi’s Homeowner Assistance Program Action 
Plan on April 1, 2006. The release of funds was approved on July 10, 2006. The purpose 
of this program was to provide a one-time grant payment, up to a maximum of $150,000, 
to eligible homeowners who suffered flood surge damage to their primary residence on 
August 29, 2005, from Hurricane Katrina. Eligible homeowners are those who owned 
and occupied their home on August 29, 2005; maintained homeowners insurance on the 
property; received flood surge damage; and lived in homes located outside the 100 year 
flood plain and in Hancock, Harrison, Jackson, or Pearl River Counties, Mississippi. To 
secure the grant, the homeowner agreed to place a covenant on the property which 
provided that the rebuild and repair would be in accordance with applicable codes and 
local ordinances; that during rebuilding, the home would be elevated in accordance with 
FEMA advisory flood elevations and that the homeowner would obtain and maintain 
flood insurance. 

MDA opened three service centers on the Mississippi Gulf Coast on April 17, 2006. 
Between April 17 and May 31, 2006, 15,850 applications were taken. To date, 17,654 
Phase I applications have been received through these service centers. 84% of these 
applicants have indicated they would repair or rebuild. 

Of the applications taken, 3,447 have been deemed ineligible, but will be considered in 
the second phase of the Homeowners Assistance Program. Currently, 13,538 applicants 
have been notified they are eligible to receive a grant and 12,142 of these have completed 
their grant closing. 

As of February 2, 2007, 10,247 applicants have been paid a total of $681,456,302. 72% 
of the potentially eligible applicants for the initial Homeowners Assistance Program have 
been issued checks. This also means that 10,247 properties located on the Mississippi 
Gulf Coast have covenants attached providing for rebuild and repair in accordance with 
applicable codes and local ordinances and that homeowners have agreed to obtain and 
maintain flood insurance. 

Due to the significant amount of construction anticipated on the Mississippi Gulf Coast 
and the need to adequately plan and inspect construction activities, MDA provided $5 
million in grants to local governments in Hancock, Harrison, Jackson and Pearl River 
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Counties, Mississippi, for the costs incurred by the need for additional permitting and 
building officials. 

To address fraud in the application process and contractor fraud related to rebuilding 
efforts, MDA provided a $5 million grant to the Mississippi State Auditor to establish 
and operate a Katrina Fraud and Investigation Team. MDA has forwarded 1 1 7 
applications to the Investigation Team of which 87 have been resolved and 30 are active 
cases. 

On December 19, 2006, HUD approved a modification to the Homeowners Assistance 
Program to redirect $700 million of the original $3 billion initially allocated for 
Homeowner Assistance Grants to the Phase II Program. The purpose of Phase 11 is to 
provide compensation grants up to a maximum of $100,000 to homeowners who suffered 
flood surge damage to their primary residence as of August 29, 2005, from Hurricane 
Katrina. 

Phase II eligible homeowners are those who owned and occupied their home on August 
29, 2005; received flood surge damage; have a household income at or below 120% of 
Area Median Income (AMI) and their home was located in Hancock, Harrison, Jackson, 
or Pearl River Counties, Mississippi. MDA began registration for Phase 11 homeowners 
in July 2006. There have been 7,01 1 registrations received as of February 2, 2007. In 
addition, the 3,447 applicants deemed ineligible for Phase I will be considered in Phase 
II, bringing the number of registered homeowners to 10,458. A significant component of 
this program will be financial counseling for these homeowners to assist with their 
recovery plans. 

Based on inspection data conducted by FEMA and SBA dated March 31, 2006, 30,041 
owner-occupied homes received flood damage as a result of Hurricane Katrina. As of 
February 2, 2007, MDA has notified 13,538 of these owners they are eligible for 
assistance in Phase I of the Program. Another 669 Phase I applications are currently 
being processed and 10,458 Phase II homeowners are being assessed for eligibility. These 
24,665 homes represent 82% of the owner-occupied homes that received flood damage as 
a result of Hurricane Katrina. 

Applicants in both phases of the Homeowners Assistance Program may be eligible for a 
separate grant of up to $30,000 to defray the costs of elevating their homes out of 
potential danger areas. 

To encourage home ownership. Governor Barbour has allocated $157 million in tax- 
exempt private activity bond authority to the Mississippi Home Corporation to issue 
Mortgage Revenue Bonds. Through the sale of these bonds, the Mississippi Home 
Corporation is able to reduce home ownership costs by offering below-market rate 
interest rates and assistance with closing costs equal to 3% of the mortgage amount. 

With this authority, more than 2,700 families statewide have received assistance since 
Katrina (400 families of these on the coast). These bonds are not general obligations of 
the state; rather, they are repaid as homeowners pay their mortgages. Governor Barbour 
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will continue to allocate additional tax-exempt private activity bond authority to the 
Mortgage Revenue Bond program to help more families achieve their dream of 
homeownership. 

Hurricane Katrina destroyed or severely damaged 8,600 rental units in Mississippi, 95% 
of which were located in Hancock, Harrison and Jackson Counties, Mississippi. 

The Gulf Opportunity Zone (GO Zone) Act authorizes the Mississippi Home Corporation 
to allocate approximately $35 million aimually in Low Income Housing Tax Credits in 
2006, 2007 and 2008. The Mississippi Home Corporation awards these federal tax 
credits based on a competitive scoring process conducted according to the “Qualified 
Allocation Plan” approved by the Governor. In August 2006, Mississippi Home 
Corporation awarded over $10 million of housing tax credits that will facilitate the 
construction of 1,006 housing units in Hancock, Harrison, Jackson and Stone counties. 
The coastal units funded with this allocation, coupled with the 228 associated with the tax 
credits awarded in January 2006, will replace more than 20% of the coastal units 
damaged by the hurricane. These units are available only to families with incomes of less 
than 60% of the Area Median Income. 

To ensure that more of the tax credits are directed to the areas that need them the most, 
the MS Home Corporation restructured the Qualified Allocation Plan at the Governor’s 
urging. Not only will the new plan ensure that more credits are used in the lower six 
counties, the revised plan encourages innovative mixed income developments which will 
provide new rental housing for families between 60% and 80% of the Area Median 
Income and new market rate rental units. 

Mississippi Home Corporation will award additional tax credits later this month. It is 
estimated that federal tax credits will spur the construction of more than 5,000 rental 
units in the lower six counties. The Governor’s Office and MDA are actively considering 
proposals to use CDBG disaster recovery funds to spur additional rental property 
development. 

HUD approved the action plan amendment to address the needs of the Public Housing 
Authorities on August 31, 2006. The purpose of this amendment was to provide funding, 
in an amount up to $100 million, to the five Housing Authorities that suffered damages to 
their facilities on August 29, 2005, from Hurricane Katrina. Historically, Housing 
Authorities have developed, owned, operated and managed multifamily properties and 
looked primarily to HUD for development capital, maintenance funds, rental assistance 
and operating subsidies. There were 2,695 rental units pre-storm: 2,534 were damaged or 
destroyed and 906 are currently unoccupied. Grant allocations have been made based on 
the percentage of individual Housing Authority dollar damages to the total damages for 
all five Housing Authorities. Grants are pending final application and completion of 
environmental assessments. 

On August 3 1 , 2006, HUD approved an action plan amendment for the Ratepayer and 
Wind Pool Mitigation Programs. The objective of the Ratepayer Mitigation is to protect 



378 


business and residential customers from bearing the entire cost of the utility infrastructure 
restoration and rebuilding. $360 million has been paid through this program to offset 
emergency response, restoration and rebuilding costs incurred by the utility companies 
that would otherwise be passed through to the ratepayers. 

As a result of Hurricane Katrina, 16,000 policyholders in the Mississippi Windstorm 
Underwriting Association (MWUA) faced up to a 400% increase in their annual 
premiums for wind and hail insurance. This economically debilitating increase results 
from a spike in wind risk reinsurance rates for high-risk properties on the Mississippi 
Gulf Coast as a result of Hurricane Katrina. MDA made a $50 million grant (payable 
over 2 years) to the MWUA to defray the additional cost to the consumer of wind 
insurance obtained from MWUA, resulting in an increase of 90% in annual residential 
premiums rather than the 400% increase initially anticipated. This grant serves as an 
interim subsidy while the insurance market recovers and stabilizes from its losses due to 
Hurricane Katrina and the State Legislature enacts structural reforms which ensure a 
statewide, stable and actuarially sound insurance market for future years. 

MDA is currently working with HUD to use an additional $30 million of the disaster 
recovery funds to reduce the increase of commercial premiums to 142%. Lowering 
commercial rates will assist in making rental units affordable. Rental property owners 
build the cost of their commercial insurance into the rental rates charged. 

As a result of Hurricane Katrina, many Gulf Coast residents will move inland away from 
the risk of future storm surges and hurricane force winds. However, for housing to be 
built to accommodate any migration, water and sewer systems must be expanded to 
accommodate the growth in an environmentally responsible fashion. The Mississippi 
Department of Environmental Quality recently released a master plan for water and 
wastewater improvements in the lower six counties. This plan will be implemented 
utilizing the new Gulf Coast Regional Wastewater Authority authorized by the 2006 
Legislature. $630 million of CDBG funds are allocated for this program, which will help 
create new housing opportunities while facilitating future economic development in an 
environmentally sensitive way. 

As you can see, the state of Mississippi is pursuing a comprehensive approach to address 
the critical housing needs of the Mississippi Gulf Coast with programs that have never 
been attempted anywhere in this magnitude. We look forward to addressing any 
questions you may have. 
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Chairman Frank, Ranking Member Bachus and disdngui^ed members of the Committee, my name is Kirk 
Tale and I am the Chief Executive Officer for Orion Real Estate Services based in Houston, Texas. Orion 
manages over 16,000 apartment homes throughout Texas and Colorado. I have over 30 years of experi- 
ence in the apartment iridustry, and I am the past president of ttie Houston Apartment Association and the 
Texas Apartment Association. I served on Mayor Bill White’s hurricane task force for the City of Houston, In 
the days, weeks and months following both Hurricanes Katrina and Rita I acted as a liaison between apart- 
ment owr>ers and operators arfo the City of Houston. 

I am here today on behalf of two trade associations that represent the private apartment industry— the Na- 
tional Multi Housing Council (NMHC) and the Natior^l Apartment Association (NAA). NMHC and NAA rep- 
resent tile nation’s leadirrg firms participating in the apartment Industry. Their combined memberships in- 
dude apartment owners, developers, managers, bultdeis and lenders. 

The National Multi Housing Coundl represents foe apartment industry’s largest and most prominent firms. 
NMHC members are the principal officers of these organizations. NAA is the largest national federation of 
state and local apartment associations, with 190 affiliates representing nearly 50,000 professionais who own 
and manage more than six million apartments. NMHC and NAA jointly operate a federal legislative program 
and provide a unified voice for the private apartment industry. 

Before 1 discuss the housing issues related to Hum'cane Katrina, I would like to offer some background on 
the apartment industry in general. Apartments account for about 14 percent of the entire housing stock, and 
house appro)dmate!y 16 million American households. These households represent the full spectrum of 
America’s population; they are young and old. single ar>d married, wealthy and poor. 

Renta! housing is an important economic driver in the Mierican economy. Apartment revenues total almost 
$120 biliion annually, and approximately 550,000 people are employed in apartment management More 
than 210,000 new apartment homes have been added to the housing stock for the past five years at an av- 
erage value of $30 biliion annually. New apartment constiuction provides Jobs to more than 220,000 work- 
ers. 


Apartments are owned by a wide range of investors, mduding individuals, partnerships, real estate invest- 
ment trusts, pubiidy traded corporations and nonprofit organizations. They are financed by an array of lend- 
ers Including commercial banks, thrift institutions, life insurance companies and government-sponsored en- 
terprises. A growing share of the financing comes from publicly traded mortgage-backed securities. 

We commend you, Chairman Frank, for your leadership, and we thank the Members of the Committee for 
your valuable work addressing the important issues surrounding the federal housing response and housing 
reconstruction efforts in the areas affected by Hurricane Katrina. We appreciate the dedication of the Com- 
mittee on this issue. 

NATIONAL IMPEDIMENTS TO HOUSING THE EVACUEES 

Hum'cane Katrina will go down in foe record books as the nation’s largest and most costly natural ctisaster 
ever. According to Red Cross estimates, at least 416,894 housing units across the Gulf region were de- 
stroyed, nearly ten times more physical damage foan aiy previous U.S. natural disaster, in addition. 85,000 
housing units suffered major damage and 1 30,000 suffered minor damage. Forty-seven percent of foe units 
destroyed throughout foe region were rental units; in New Orieans 55 percent were rental units. 

The record-breaking 2005 hurricane season caused the largest mass migration of Americans in the past 150 
years, leaving more than one miliion people homeless. 

As our ration staiggled to recover from this unprecedented disaster, one of the most pressing needs was to 
find safe and decent housing for hunicane victims. Moving displaced fomilies from temporary shelters into 
more suitable housing Is the first step in helping them rebuild their lives. These were extraordinary times that 
called for the private sector and the federal, state, and local governments to respond accordingly. 
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In the immediate aftermath of hurricanes Katrina and Rita, the apartment industry stepped up to the plate 
and took a leadership role In the relief efforts to hou^ ftie displaced people of Louisiana, Mississippi and 
Alabama. The response was immediate, creative and generous. 

In the early days following Katrina, federal officials reached out to the apartment industry, and the industry 
responded enthusiastically by submitting thousands of available units into a national database. They also 
answered FEMA’s call for blocks of apartments that the agency could rent directly. 

When it became clear that the federal government was not going to quickly offer official guidance or assis- 
tance to house the newly homeless evacuees, the apartment industry Initiated several programs of Its own. 
In Texas, where the largest number of evacuees were sent, many NMHC and NAA member firms forged re- 
lationships with local charities and created programs to award free rental units and other support services to 
needy families. In all, hundreds of free apartments were donated to the United Way and the Urban League. 

Around the country, apartment owners submitted their available units into a national housing registry, 
www.hum'canehousing.neL complete with offers of waived security deposits, reduced rents, flexible leases 
and oftier concessions. 

The first few months of the recovery effort were marked by a series of different FEMA assistance programs, 
nearly constant changes in rules and deadfines and a level of confusion and chaos. Three different govern- 
ment assistance programs were created to help move ttie evacuees out of shelters and hotels. Some people 
were eligible for housing a^istance through a special Katrina voud^er program created by the U.S. Depart- 
ment of Housing and Urban Development (HUD), others received housing assistance directly through the 
Federal Emergency Management Agency’s (FEfM) IrKJividuals and Households Program, and still others 
were helped by FEMA-ftjnded city voucher programs through the FEMA public assistance programs. 

The Information provided to both the evacuee and the apartment owners was and remains inadequate and 
continues to lead to significant confusion. For example, many evacuees were unaware that their assistance 
checks could only be used for rent. Instead they used the money for pressing needs like food, clothing and 
medicine and found themselves unable to pay their rent at the end of the month. Even now, nearfy a year 
and a half after the hurricane, confusion reigns. We look forward to working with the Administration, Con- 
gress, FEMA and HUD to resolve current problems and develop solutions for the future. 

WE HOUSTON RESPONSE 

Since t am from Houston, and my firm manages 48 properties throughout the Houston area, I thought my on- 
the-ground insight would be helpful as we begin to plan for future disasters. In ail, the City of Houston 
worked with state arvi federal officials to assist more than 150,000 hurricane evacuees who were in the midst 
of a crisis. The city’s response was an overwhelming success, with the majority of people being housed in a 
matter of weeks. 

As with any endeavor on tills scale, there were wonderful moments, and there were lessons to learn. 
Evacuees amVed in Houston homeless and confused, having just been through a life-threatening experi- 
ence. But the City of Houston, the local apartment owners and the people of Houston did the right thing — we 
did not ask questions, we just housed people. We knew one of America’s strongest traditions Is to help our 
neighbors in need. And while our response did help tiiose people, it is not a template that we would recom- 
mend for future disasters. 

Emergency Housing-Lessons Learned 

At the onset of any disaster FEMA should have a process to quickly determine, as best as it can. whether the 
need for post-disaster housing will be a short-term or a long-term event. While apartments are not an appro- 
priate response for disasters where evacuees wiH be moving home to rebuild within a matter of days or 
weeks, hotels and cruise ships are not a cost-efficient mechanism to house people in the tong term. 
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For the first several months after Katrina, FEMA retied heavily on hotels to house the evacuees. This inap- 
propriate response to what was clearly a long-term housing crisis resulted In millions of wasted federal dd- 
iars. The average hotel/motel rate of $59 per day works out to $1,770 a month, which exceeds the rhedian 
cost of rental housing even in some of the nation’s most expensive housing markets. Moreover, moving 
people from hotels to apartments allowed them to begin rebuilding their lives by allowing them to enroll their 
children in school, find a job and return to some kind of normal routine while waiting for the rebuilding effort 

The lesson to be learned from this experience is that when long-term housing will be required, FEMA should 
have an apartment-based housing program, with dear guidelines in place and ready to implement. 

In the case of Katrina, many apartment owners offered free housing to the neediest evacuees and many oth- 
ers lowered rents, waived security deposits and application fees and offered flexible lease terms. Although 
the apartment industry stepped fonvard to do what was asked of them when Katrina struck, our industry 
would not be as eager to assist in future disasters unless we learn from the many mistakes made at the fed- 
eral level. Below are several issues that any future long-term housing plan will need to consider to be effec- 
tive. 

o Clear Guidance 

From the beginning of the disaster, the lack of dear guidance was the single most frustrating and coun- 
terproductive issue experienced by the apartment sector. Despite the time that has passed, this re- 
mains the case today. As recently as January 20, FEMA granted a six-month housing extension to the 
evacuees, but it offered very few details in its anncHjncement and no direct guidance for the evacuee, 
the City of Houston or the apartment owners. This ongoing haphazard approach to disaster housing is 
a major problem for everyone involved and should not be repeated in future disasters. The Administra- 
tion should also be planning ahead for what will happen to these residents, many of whom are elderly 
and disabled, at the end of the six-month extension, given that there remains a critical shortage of rental 
housing in most of the hurricane-affected area. 

o Choice is Important 

In the initial phase of the hurricane housirrg program, the city attempted to contract for specific vacant 
apartment units with the idea of then assigrvng individual evacuee families to these units. This ap- 
proach did not meet anyone's needs, though. Evaojees, naturally, wanted some choice in where they 
lived, particularly those looking to locate near friends and family. The pre-assignment process was slow 
and labor Intensive. 

Ultimately, city officials shifted to a voucher-based program, giving every evacuee family a voucher for a 
unit with a specified number of bedrooms. This voucher, which came with an accompanying instruction 
sheet, was good at any apartment property partidpating in the program. Once the partidpafing apart- 
ment owner activated the voucher and signed a Housing Assistance Payments (HAP) contract with the 
city, the evacuee could move in. The city provided taxi vouchers and bus tokens to facilitate transporta- 
fion, and the Red Cross had volunteers to help drive evacuees around. 

o Vacant Units Are Not Necessarily Ready Units 

Properties wHh vacant units do not keep them in move-in condition. Getting large numbers of units 
ready simultaneously takes money and, more importantly, time. It was difficult for officials to understand 
why thousands of families couldn’t just move into vacant units during the first days after the storm. 

o Moving tn Takes Time 

Officials also had a hard time understanding why they couldn’t send a bus-load of evacuees to an 
apartment property to be handed keys and shown to their new homes. Offidals need to understand the 
difference between an apartment property and a hotel. An apartment unit needs to be prepared for 
move-in, and federal offidals need to understand that, tn addition, under normal circumstances, the 
move-ln process involves njnning credit and background checks and completing applications for utili- 
ties. Because the court systems In the affected areas were effectively shut down by the hurricane, it 
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was not possible to njn background checks on most of the evacuees. Apartment owners did ttie right 
thing and housed people without this information because of the emergency situation, but we encourage 
any future disaster housing plan to allow an owner to evict criminals who pose a danger to other evacu- 
ees and residents. 

o UtHrties 

UtiPifies were another problem. Athough the ev^uees clearly needed utilities, many were not in a posi- 
tion to tile the appropriate papers required to set them up. This was complicated by the fact that only 
certain portions of federal programs cover utilities. The dty solved this by establishing a master account 
with the local utilities and then transferred all the evacuees' individual accounts to that master account 
In some cases the owners did the same. Nevertheless, future responses should anticipate the need to 
provide evacuees with necessary utilities arvi should address both the logistical (papenvork required for 
apptications) and the financial (ensuring evacuees have the resources to pay for the utilities). 

o Fumtture and Fumishinos 

InitiaKy, some offidlals did not understand that most apartments are unfurnished. At first, city offidals 
and apartment firms wanted to outfit every evacuee apartment with furniture, linens, pots and pans and 
groceries before they moved in. Many apartment owners tried to at least have food in the refrigerator 
and proNride options for furniture. This is a noble idea, but one that turned out to be very time consum- 
ing and logisti^lty challenging. In the future, it would be better to have apartment firms concentrate on 
housing and have separate operations such as the Houston Food Bank handle groceries. 

RECOMMENDA TIONS FOR THE FUTURE 

Many of the problems dted previously wilt hopefully be rectified with the passage of ti>e FY 2007 Homeland 
Security Appropriations bill (P.L 109-295), This new law requires the creation of a National Disaster Hous- 
ing Strategy (NDHS), and it amends current law tae) 4 }lidtiy allow disaster victims to use their cash assis- 
tance for security deposits and utility bills. 

it also directs the FEMA Administrator to create a pilot program to make better use of existing rental housing 
located in disaster areas. As part of the pilot program, FEMA has said that it will enter into lease agreements 
directly with property owners and will make repairs to the damaged apartment properties. This is imperative 
for future disasters. With that in mind, we thought the following items should be highlighted: 


• Housing Programs 

We learned from this disaster that FEMA programs were not designed to handle long-term housing 
needs. There have been several different housing programs employed to deal with the Katrina dis- 
aster, including Section 403 Housing. Section 408 Housing, the HUD Disaster Voucher Program, 
and several programmatic char>ges and deadline extensions related to each. Many of tiiese 
changes were implemented with littie notice and few details. This caused unnecessary pain to the 
evacuees and confusion for the apartment owners participating in the programs. In the future, a sin- 
gle entity should administer the housing response to any disaster. There should also be a single 
communications path between the government, the evacuee arui the owner with clear guidelines as 
to how the program will operate. 

• Rental Costs 

Although FEMA set no limits on the hotel rates H would reimburse. Its housing program set a rent 
ceiling based on HUD's “Fair Market Rents’ (FMR) - which can be below the true market rate. Offi- 
cials should understand tiiat FMRs are the market rent For Class C properties. These are properties 
that typically show some level of deferred makitenance and are locat^ in less desirable areas. In 
other words, HUD’s FMRs are not sufficient to cover the rent irr the majority of housing located in any 
American city. By limiting FEMA’s payments to Houston’s FMR, the Agency severely restrl(Aed the 
number of apartrnent units available to evacuees, leaving more evacuees than eligible apartment 
units, it is also Important that accomrrKxIations be made to allow an evacuee to “pay the difference” 
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between the FMR and the market rent, usually a modest amount A large disaster requires the use 
of all available housing types. In future emergencies, FEMA should establish rent levels that more 
closely reflect the average rental cost in the affected cities. 

• Utilities 

As you know, FEMA operates under the StaffcH'd Act. While Section 403 of that Act, which covers 
the Emergency Shelter program, allows FEMA funds to be used for utilities. Section 408, the Indi- 
viduals and Households Program (IHP) does not Congress ultimately did pass specitic language to 
provide utility funding for the Katrina evacuees. Had it not stepped in, however, both the city and the 
apartment owners would have been left with utility payments. No evacuee should have to wonder 
about how they will get or pay for utilities. The Stafford Act should be permanently amended to allow 
for utility payments under ail housing-related programs. 

in addition, many apartment units with rents in the FMR category have a corresponding utility allot- 
ment Unfortunately, in many cases the utility allowance does not cover actual utility costs. Gov- 
ernment oftidals should ensure that rent levels are sufficient to cover actual utility costs. 

• Rental Payment Processing 

In addition to setting rent reimbursement levels loo low, the time it took for FEMA to process these 
rent payments was unacceptable. In many cases it took more than 60 days, because FEMA money 
was routed through the state to the city— a task too large for a city in the midst of a crisis. Many 
apartment owners do not have sufficient cash flow to cover the operating costs and mortgage pay- 
ments on units where no rent is received for two months. This problem was largely resolved when 
FEMA finally contracted with Corporate Lodging Consultants (CLC) to make rental payments to 
apartment owners. Therefore, we suggest that in the future FEMA rely on a direct payment system 
for housing assistance that can provide timely rental payments. Although we advocate that rental 
payments go directly from the federal government to the property owner (and not through the evac- 
uee or local government), we strongly believe that there should be a written tease between the evac- 
uee and the apartment owner. 

• Security Deposits 

Because FEMA's housing program did not provide evacuees with funding to cover security deposits, 
many Houston apartment owners generally agreed to waive security deposit requirements. As a re- 
sult, these owners now have no way to recover the costs of the extensive damage done to their 
apartment units by many of the evacuees. Future federal housing efforts should ensure that mecha- 
nisms and funding exists to reimburse owners for damage caused by evacuees. 

CONCLUSION 

When Katrina struck the nation, apartment owners did the right thing. They stepped forward and they 
worked with local communities to provide housing arto other services to those in need. As an industry, we 
are very proud of our actions during that unprecedented time of national need. We took on business risks 
and potential ojsts inherent in solving such a massive hcxjsing crisis. Would we do it again? We would cer- 
tainly like to, but after the Katrina experience many apartment owners will be reluctant to accept a sizeable 
number of evacuees unless they are convinced that the government has learned from its mistakes and has 
created a better disaster housing program. We look forward to working with Congress to ensure that future 
evacuees, and toose dtles that help them, are not burdened with confusion, debt and heartache. 

I thank you for the opportunity to testify on behalf of the National Multi Housing Council and the National 
Apartment Association, and wish to offer our assistance to the Committee as you continue your important 
work. 
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New Orleans urgently needs to rebuild affordable rental housing in order to recover fully 
and fairly. Like most cities across the country, New Orleans already had an affordable housing 
crisis before Hurricanes Katrina and Rita. Almost a quarter of the city’s residents had incomes 
below the federal poverty level and about two of every three households were renters. More 
than half of very low income households bore severe housing cost burdens — paying over half 
their monthly income for housing.' And only a small proportion of needy households received 
federal housing assistance. 

The Need for Affordable Rental Housing 

Affordable housing needs are even more severe today, particularly for renters. More 
than half the city’s rental housing stock was damaged or destroyed, and rents for the remaining 
units have risen substantially. Many low-income families who were struggling before they were 
displaced by the storm have been unable to return to the city because they cannot find an 
affordable place to live. And those who do return are likely to face severe hardship (Popkin, 
Turner, and Burt 2006). 

Federal, state, and local officials have all expressed a commitment to the safe return and 
a better future for displaced residents. But without affordable housing options, these 
commitments cannot be fulfilled, and the redevelopment of New Orleans will be stunted and 
inequitable. It will exclude a substantial share of the city’s long-time residents, many of whom 
are African American. The absence of a major segment of the workforce will undermine the 
recovery of the region’s economy. Key workers, including those involved in providing health 
care, child care, and public education may not be able to return, limiting the availability of 
services that everyone depends upon for a decent quality of life. And the vitality of New Orleans 


' Poverty rate reported in the 2003 American Communities Survey, Housing cost burden reported in the 
2000 Decennial Census. HUD defines very low income households as those with less than 30 percent of 
the area median family income in 2000. 
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will be eroded by the absence of families and individuals who played key roles in creating and 
sustaining the region’s unique music, art, and cultural traditions (Turner 2006). 

Avoiding the Mistakes of the Past 

However, neither low-income families nor the communities in which they live will be well- 
served if affordable housing is rebuilt according to the patterns of the past. Historically, 
subsidized housing policies in New Orleans — as in cities across the United States — have 
isolated low-income families in large projects, earmarked exclusively for occupancy by the poor. 
These projects exacerbated racial segregation and isolation, polarized communities along lines 
of race and class, and helped create concentrations of minority poverty and distress (Schill and 
Wachter 1995). 

A well-established body of social science research teaches us that concentrating poverty 
in this way undermines the well-being of families and children, and blights the surrounding 
communities (Ellen and Turner 1997). Indeed, residents of public housing projects like Desire, 
Florida, and Iberville endured intolerable physical conditions, high levels of violent crime, 
rampant drug trafficking, and myriad other social ills. Moreover, because New Orleans' low- 
income housing projects were poorly managed and so severely distressed, they have fueled 
prejudices and fears about subsidized housing. These fears undermine efforts to reshape 
affordable housing policies just at the time that reform and renewal is needed most. 

Research provides a growing body of evidence that low-income families are likely to 
enjoy better health and long-term life chances if they have the opportunity to live in safe and 
healthy communities that offer access to jobs and are served by well-performing public schools 
(Briggs and Turner 2006). And when affordable housing is more widely dispersed, well- 
designed, and effectively managed, it can be an asset to the communities in which it is located. 

In fact, rigorous statistical analyses indicate that neither housing vouchers nor subsidized 
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housing developments undermine property values in the surrounding neighborhoods as long as 
they are properly sited and well-managed (Galster, Tatian, and Smith 1999; Galster, Santiago, 
and Tatian 2001; Galster, Tatian, and Pettit 2004). 

The redevelopment of affordable housing in the greater New Orleans region need not 
repeat the mistakes of the past. Instead, affordable housing for low- and moderate-income 
renters should be incorporated into nonpoor communities. At the same time, distressed 
neighborhoods should be redeveloped to accommodate a mix of incomes, including people with 
very low income levels. These income-mixing strategies need not — and should not — simply 
displace low-income residents or discard the communities they have built. Programmatic 
models and tools are emerging that offer low-income families meaningful choices about where 
to live. Finally, some low-income families will need supportive services in conjunction with 
affordable housing — often because of serious health or personal problems — and this assistance 
should be part of an affordable housing strategy. 

Expanding Affordable Housing Opportunities in Nonpoor Neighborhoods 

Models and tools are emerging in cities across the country that integrate affordable 
housing into healthy, mixed-income neighborhoods. All of these models can and should be 
pursued as the communities in and around New Orleans and throughout the Gulf Coast are 
rebuilt: 


Rental housing developed under the Low-Income Housing Tax Credit (LIHTC) 
program can be designed to serve a range of income levels and should be located in 
nonpoor communities. Across the country, many LIHTC developments are located in low- 
income neighborhoods and serve primarily low-income residents. But others are effectively 
serving low-income families in nonpoor communities. Four of ten LIHTC units are located in 
suburban communities, and as of 2000, the average tax credit unit was located in a census tract 
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with a poverty rate of 19 percent (Freeman 2004). The special allocation of tax credits allocated 
in response to Hurricanes Katrina and Rita should give priority to proposals that will expand 
affordable housing in healthy, opportunity-rich neighborhoods, rather than concentrating it in 
distressed communities. And LIHTC projects should be designed to serve a mix of income 
levels. To ensure that a substantial share of the newly developed units are affordable and 
available to households with very low incomes, the Housing Authority of New Orleans and other 
local housing agencies should also allocate a portion of their Housing Choice Vouchers to units 
in new LIHTC developments. On its own, the LIHTC program produces housing that is 
affordable for households with incomes at 60 percent of the area median, while the addition of 
“project-based” vouchers makes it possible to serve families with incomes at 30 percent of area 
median income or below.^ 

The state can establish an Inclusionary zoning program that requires all new 
housing developments to include a predetermined share of affordable units, which can then be 
made available for either sale or rent to lower-income households. In markets experiencing high 
rates of new residential construction, inclusionary zoning constitutes an extremely powerful and 
effective fool, not only for expanding the stock of moderately-priced units, but also for integrating 
these units into every community. Moreover, some of the inclusionary units can be purchased 
by a public-sector agency or nonprofit housing providers and subsidized further to make them 
affordable for households with very low incomes (Brown 2001 ; Pendall, Puentes, and Martin 
2006; Blackwell 2006). 

Federal block grant funds can be used to subsidize the acquisition and rehab of 
smail rentai properties and single family homes, bringing them back into active use and 

^ Note that the 2005 Gulf Opportunity Zone legislation requires that all units built with the special 
allocation of LIHTC must be placed in sewice by the end of 2008, a deadline that is infeasible given the 
capacity of the residential construction sector and the many post-storm regulatory and financial barriers to 
development. Therefore, extending the “placed in service" deadline through 2010 is essential. 
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making them available for occupancy by lower-income households. Owners of small rental 
properties face substantial barriers as they attempt to repair their properties. Some may need 
financial assistance to bring rental units back into active use; others may prefer to sell their 
properties instead. The Road Home Program includes funding for assistance to small rental 
property owners, but this component of the program has been slow to start. In addition, some 
homeowners — who are themselves not yet ready to return — may be interested in renting out 
their single-family properties or selling them to nonprofit housing providers. Grants and low- 
interest loans to these property owners and to nonprofit organizations that will buy them and 
make them available at modest rent levels can bring more affordable housing units back on line 
quickly. This kind of “scattered site" strategy has worked well in other cities, including Denver, 
where the publicly owned or subsidized house is often the best looking property on the block. 
Bringing properties back to life would spur the renewal of devastated neighborhoods while 
making homes available for families yearning to come back (Gaister, Santiago, and Tatian 
2001 ). 


The Housing Choice Voucher program can be expanded and administered 
regionaiiy to maximize the options available to recipients and to make participation more 
attractive to landlords. Housing Choice Vouchers offer a critical tool for supplementing what low- 
income families can afford to pay for housing, and an expanded voucher program would enable 
more families to return reasonably close to home and/or to relocate in nonpoor communities 
throughout the greater New Orleans region. The federal government should be making more 
vouchers available to current and former residents of New Orleans, including extending the 
Katrina Disaster Housing Assistance Voucher Program, providing “tenant protection vouchers" 
to replace public housing and other federally subsidized units that are not being reopened or 
rebuilt, and allocating new vouchers based on needs among displaced households as well as 
current residents. 


5 



391 


Rebuilding the stock of moderately priced rental housing in New Orleans and expanding 
rental options in the surrounding parishes is essential to the long-term success of the Housing 
Choice Voucher Program. However, even in the short-term, vouchers can provide the resources 
low-income families need to pay for housing reasonably near their original communities, 
enabling them to return to the greater New Orleans area and begin rebuilding their lives. 

From this perspective, regionwide administration could substantially strengthen the 
impact of the Housing Choice Voucher program in New Orleans. Technically, vouchers are 
portable — recipients can use them to move anywhere in the United States. But when a family 
receives its voucher from one housing agency and wants to move to the jurisdiction of a 
different housing agency, the “portability” process is administratively burdensome — ^for the 
family, the local agencies, and the landlord. Moreover, rental property owners may be more 
open to participating in a voucher program if it is not administered by the public housing agency 
but by a well-regarded nonprofit organization. 

A few urban regions in the United States, are served by a single, regional housing 
agency, and public housing agencies in several other metropolitan areas around the 
countrypossess the authority and capacity to administer housing vouchers regionwide. These 
examples demonstrate that it is feasible for a single organization to administer the housing 
voucher program effectively across jurisdictional lines within a metropolitan region, and this 
approach can help address some of the barriers to mobility and choice for voucher recipients 
(Katz and Turner 2000). 

Local Jurisdictions can implement temporary, emergency rent controls and 
eviction protections to guard against out-of-control rent increases and displacement of current 
residents. In circumstances where short-term supply shortages and demand pressures create 
opportunities for property owners to raise rents rapidly and/or replace lease-compliant tenants 
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with higher income households, iooal regulations can play an important role in helping to 
stabilize the market until more normal oonditions return. Although some of the earliest rent 
oontrol programs (implemented during World War II) imposed absolute oaps on rent levels, most 
ourrent programs are “seoond generation" rent control regimes, whioh allow for annual rent 
inoreases based on inoreases in operating costs. Typically, these programs also allow for rent 
inoreases when a landlord makes significant improvements to the building and "hardship 
increases” for landlords who are not earning a fair return on their investment. Many 
oontemporary rent oontrol programs also exempt new rental housing construotion or luxury 
housing (Keating and Kahn 2001). 

Redeveloping Distressed Neighborhoods to Serve a Mix of Income Levels 

New Orleans can also look to experience from other cities around the country for 
examples of howto rebuild low-inoome communities in ways that are respectful of the original 
residents but do not concentrate and isolate them yet again: 

Many successful examples come from experience to date with the HOPE VI public 
housing transformation program. The HOPE VI program is controversial; it has not always 
been implemented effectively and redevelopment has not oonsistently protected the interests of 
the original residents. Moreover, public housing residents in New Orleans are understandably 
distrustful of the Housing Authority of New Orleans (HANO), based on its historic track record 
and the city’s bad experiences with its pre-Katrina HOPE VI developments. 

However, the HOPE VI experience from across the country offers lessons about howto 
build mixed-income communities that provide real choices and good outcomes for original 
residents. For example, Seattle established a local commitment to replace every public housing 
unit demolished under HOPE VI with another affordable housing unit elsewhere in the city. 
Similarly, Kansas City made a commitment to one-for-one replacement, involved residents in 
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decisionmaking, and created meaningful training and job opportunities for residents in the 
redevelopment process. Finally, in some of the projects being redeveloped as part of Chicago's 
public housing transformation, residents negotiated legal agreements that give them a voice in 
the demolition, relocation, and new development process. These models demonstrate that, with 
effective leadership and respectful resident involvement, the redevelopment of distressed public 
housing can create affordable housing opportunities in vibrant, mixed-income communities and 
protect the interests of the lowest-income residents (Popkin et al. 2004). 

Well-managed public housing can serve as an important source of quality, 
affordable housing. Public housing has a deeply troubled reputation in New Orleans. And due 
to longstanding mismanagement, the Housing Authority of New Orleans is currently in 
receivership — operating under the direct control of the federal Department of Housing and 
Urban Development, But New Orleans cannot afford to give up on the public housing program 
as a source of housing units that come with deep, long-term subsidies that make them 
affordable, even for the lowest-income families and individuals, including many who are elderly 
or disabled. Chronically troubled public housing agencies in other cities (including, for example, 
Chicago and the District of Columbia) have been reformed and now manage their affordable 
inventories effectively. New Orleans should explore alternative receivership models from around 
the country and begin a process of rebuilding an effective and responsive public housing 
agency, which can then be relied upon to bring the salvageable public housing units back on 
line quickly. Some of these projects may be obsolete and will have to be redeveloped before 
long, but some could be providing habitable apartments in the near term. 

New Orleans need not rely exclusively on HOPE VI to revitalize distressed 
neighborhoods. For example, the District of Columbia is building on its HOPE VI experience to 
launch a locally controlled and financed program for replacing distressed rental properties with 
mixed-income developments. Because D.C. has a shortage of affordable housing and is 
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experiencing rapid gentrification in many neighborhoods, its "New Communities” program is 
committed to one-for-one replacement of all subsidized housing units and to ensuring that 
original residents can remain in or near the revitalizing neighborhood. 

Community land trusts and community benefits agreements can provide low- 
income residents control over the revitalization of their neighborhoods. Community land 
trusts are nonprofit, community-based organizations that provide affordable housing in 
perpetuity by owning land and leasing it to those who live in houses built on that land. Typically, 
community members control and govern these organizations. Residents own their homes (but 
not the land), and the trust retains the right to purchase the house when and if an owner wants 
to sell (Peterson 1996; Greenstein and Sungu-Eryilmaz 2005). A community benefits agreement 
is a binding contract negotiated between a developer and a coalition representing members of a 
community that is likely to be affected by planned new development. In exchange for community 
members' support for the project, the developer agrees to provide specific community benefits, 
such as affordable housing, parks, community facilities, job training, and employment 
opportunities. 

Linking Supportive Services to Affordabie Housing 

Some families need affordable housing plus some support services in order to be safe 
and stable. The elderly and people with disabilities are particularly vulnerable, but this group 
also includes households with multiple, complex problems, such as substance abuse, mental 
illness, members with criminal backgrounds, and domestic violence. Experience teaches that 
without a combination of affordable housing and supportive services, these vulnerable 
households are at high risk of distress and homelessness. Again models are emerging for 
linking support services with housing assistance, often in small, well-managed developments, 
but sometimes with services provided hand-in-hand with a voucher (Popkin, Cunningham, and 
Burt 2005). 
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Permanent supportive housing can be deveioped to meet the needs offamiiies 
and individuals who are otherwise “hard to ftouse.” Although permanent supportive housing 
is often targeted to single elderly people and disabled adults, it is increasingly recognized as an 
option for troubled families as well. Supportive housing offers stable housing with subsidized 
rent levels in a structured environment that can include substance abuse and mental health 
services, child care and parenting assistance, adult education and job training, and budgeting 
and financial education. To be successful, supportive housing has to be very well managed and 
provide high-quality services. 

Similar support services can also be provided in conjunction with portable 
housing vouchers. The Chicago Housing Authority is now developing and rigorously testing a 
new program of enhanced case management services for former public housing residents who 
are having difficulty with both vouchers and new occupancy standards for revitalized public 
housing. These families will receive sustained services and assistance from staff who have 
smaller-than-normal case loads and who are prepared to “follow” families when they move. This 
assistance is designed to either help families achieve stability in private rental housing 
(subsidized with a portable voucher) or enable them to meet the criteria for returning to the new 
mixed-income community being developed to replace distressed public housing. 

Federal Leadership Is Essential 

Rebuilding New Orleans represents the housing and urban development challenge of a 
generation. Although local political, civic, and community leaders must all have a voice in 
decisionmaking, federal leadership and support is essential. No city — operating on its own — 
could tackle the affordable housing challenges New Orleans faces today. Unfortunately, the 
federal Department of Housing and Urban Development has thus far offered the city little 
beyond business as usual — boarding up the public housing projects, dispensing block grant 
dollars, and offering limited mortgage relief to FHA-insured homeowners. 
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In other (less devastating) housing crises — like the Northridge, California, earthquake of 
1994 — HUD showed much greater imagination in crafting new solutions, finding new dollars, 
and forming new partnerships. In his September address from Jackson Square, President Bush 
promised that “we will do what it takes, we will stay as long as it takes, to help citizens rebuild 
their communities and their lives,” If this pledge is to be any more than empty rhetoric, the 
federal government must show much greater ingenuity and leadership than it has to date, 
becoming an active partner in rebuilding New Orleans' affordable housing. 
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3ARNEY FRANK. MA.CHAWMAN ^ flf StprCfiCntaKbCfi SPENCER BACHUS. AL, HANKING MEMBER 

Committee on jFmanual ^erbiees 

2129 SCapbucn i^ouee Office ^uilDing 
l!39a^inKton. BC 20515 


January 17, 2007 


The Honorable Sheila C. Bair 
Chairman 

Federal Deposit Insurance Corporation 
550 n'" street, NW 
Washington, D.C. 20429 


The Honorable Ben S. Bemanke 
Chairman 

Board of Governors of the Federal Reserve System 
20th Street and Constitution Avenue, NW 
Washington, DC 20551 


The Honorable John Dugan 
Comptroller of the Cunency 
250 E Street, SW 
Washington, DC 20219 


The Honorable JoAnn Johnson 
Chairman 

National Credit Union Administration 
1775 Duke Street 
Alexandria, VA 22314 


The Honorable John M. Reich 
Director 

Office of Thrift Supervision 
1700 G Street, NW 
Washington, DC 20552 


Dear Chairman Bair, Chairman Bemanke, Comptroller Dugan, Chairman Johnson and Director 
Reich: 


We appreciate your actions following Hurricane Katrina of encouraging institutions to 
offer forbearance to borrowers affected by the disaster. We were also glad to hear from FDIC 
Chairman Bair that the joint guidance issued in February 2006 to field examiners instructing 
them that institutions that had appropriately granted their borrowers forbearance would not be 
criticized is still in effect. 

We recognize that you cannot require institutions under your supervision to offer 
forbearance to their affected borrowers. At the same time, some institutions may believe, rightly 
or wrongly, that examiners are not fully implementing the February 2006 guidance, and as a 
result, those institutions may be reluctant to offer forbearance to affected borrowers even thou^ 
such action would be appropriate. We ask that you reiterate that the guidance is still fully in 
effect so that institutions can be assured that appropriate forbearances will not subject them to 
criticism during their examinations. 



Sincerely, 

MELVIN L. WATT 
Member of Congress 



January 17, 2007 
Page 2 
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Habitat 

for Humanity” 

Statement of Mr. Jonathan T.M. Reckford, CEO, Habitat for Humanity International 

on 

The Federal Housing Response to Hurricane Katrina 
House Financial Services Committee 
February 6, 2007 

Thank you. Chairman Frank and Ranking Member Bachus, for convening today’s 
hearing on the Federal Housing Response to Hurricane Katrina. All of us have much to 
leam from the hurricanes of 2005, and Habitat for Humanity appreciates this opportunity 
to share its experiences and to work with you to provide a more effective response to 
housing needs when the next disaster inevitably occurs. 

Habitat Responds to Hurricane Katrina and Hurricane Rita 

On Aug. 29, 2005, Hurricane Katrina slammed into the U.S. Gulf Coast, causing far- 
flung devastation to people and property in Louisiana, Mississippi and Alabama. Less 
than a month later, on Sept. 24, 2005, Hurricane Rita also made landfall on the Gulf 
Coast, this time extending weather’s wrath to Texas. The storms’ toll; hundreds of lives 
lost and more than 500,000 homes damaged or destroyed. These unprecedented natural 
disasters called for an unprecedented response from Habitat for Humanity, from 
government at all levels, and from the American people. 

Habitat for Humanity enjoys a unique combination of experience and resources to 
contribute to Gulf housing recovery efforts. Having been on the ground in the Gulf region 
for more than 20 years. Habitat for Humanity understands the challenges that low-income 
families in the region face in acquiring adequate and affordable housing. To help the 
people of the Gulf Coast rebuild their homes, communities, and lives, Habitat for 
Humanity International (HFHI) launched Operation Home Delivery and has been at work 
with public and private partners ever since building a strong foundation for the many 
years of work ahead. So far. Operation Home Delivery has built over 700 houses along 
the Gulf Coast with the help of over 50,000 volunteers. 

In addition to its efforts on the ground in the Gulf region, HFHI is also active in efforts to 
improve the efficacy of the nation’s disaster response infrastructiue. HFHI is working 
with a coalition led by Save the Children and including other representatives from the 
private and nonprofit sectors focused on improving how the unique needs of children are 
met in planning for, responding to and recovering from disasters. HFHI appreciates this 
opportunity to inform the Financial Services Committee of its current efforts both in the 
Gulf and in Washington and looks forward to working with Chairman Frank and Ranking 
Member Bachus to enhance the federal government’s disaster response capabilities, 
particularly with regard to meeting housing needs. 
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Recommendations 

In addition to having more than 1,700 affiliates in the United States, Habitat for 
Humanity is also at work in more than 90 countries around the world. Habitat’s global 
presence has afforded it broad experience in disaster recovery since 1992. Habitat has 
applied this experience in its efforts throughout the Gulf region and in its development of 
recommendations for improving US disaster response capabilities. 

In general, HFHI supports the findings of the Sphere Project: Humanitarian Charter and 
Minimum Standards for Disaster Response. The Sphere Project, created by international 
nongovernmental organizations working in disaster response, is based on two core 
beliefs: first, that all possible steps should be taken to alleviate human suffering arising 
out of calamity and conflict, and second, that those affected by disasters have a right to 
life with dignity and therefore a right to assistance. 

In the immediate term, HFHI supports the creation of a high-level, public-private federal 
advisory body to study and prepare recommendations on US government disaster relief 
policies and the creation of high-level state advisory commissions in each state to prepare 
recommendations on state disaster relief policies. The federal advisory council will meet 
with representatives of each state advisory council to present recommendations on how to 
proceed with preparing for a disaster and to coordinate an overall set of recommendations 
that will include coordinating mechanisms as well as federal and state policy. The 
commission would also fund disaster recovery research and pilot projects to develop and 
disseminate information on the best disaster response practices. 

With particular regard to addressing housing needs following disasters, there are several 
principles that HFHI supports: 

• Creating a Continuum of Care for Housing - In order to respond effectively to 
disasters of differing types and degrees, the federal government should develop a 
flexible menu of housing options, allowing families to remain in damaged homes 
when possible and to use trailers, hotels, apartments, and other options, as 
necessary and appropriate. 

• Pursuing Community-Based Recovery - Many of the challenges currently 
faced in rebuilding New Orleans are consequences of having sent so many 
residents so far away following Hurricane Katrina. Communities recover more 
quickly when families are able to remain near their homes, jobs, schools, and 
support structures. 

• Streamlining the Housing Response - Following Katrina and Rita, many 
families were provided inconsistent housing information and unequal levels of 
assistance. The federal government should continue to support efforts being 
undertaken to ensure that families have immediate access to a single point of 
contact for housing-related services and that all families should receive equal 
access to consistent benefits. 
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• Allocating Permanent Disaster Response and Recovery Resources to Federal 
Agencies — Federal agencies expected to participate in response and recovery 
efforts must be provided separate, permanent resources for disaster response 
activities so that agencies need not rely on “cannibalizing” staff and funding from 
other programs in order to fulfill post-disaster responsibilities. 

• Providing Necessary Federal Regulatory Waiver Authority - The 
Administration should be provided with sufficient waiver authority to insure that 
post-disaster federal regulatory enforcement is reasonable and humane. Often, 
waivers need only be temporary, allowing the proper sequencing of regulatory 
enforcement. 

These are a few principles for improving the federal response to housing needs following 
natural or man-made disasters. Habitat for Humanity stands ready to work with each 
member of this committee, with your colleagues in the House and Senate, and with your 
constituents around the country to insure that the housing response to every future 
disaster is improved based on the lessons learned from disasters past. Thank you for 
taking the time to explore this important issue. 
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aahsa 

creating the future of aging services 


Written Testimony Submitted to the 
House Financial Services Committee 

Hearing on Federal Housing Response to Hurricane Katrina and Housing Reconstruction 
Tuesday, February 6, 2007 

I. AAHSA appreciates the opportunity to submit testimony on behalf of our 
members, their residents and the multitude of seniors displaced as a result of the 
2005 hurricanes. 

AAHSA serves two million people every day, in 5,600 facilities across the country, 
through mission-driven, not-for-profit organizations dedicated to providing the 
services people need, when they need them, in the place they call home. AAHSA 
members offer the continuum of aging services: assisted living residences, continuing 
care retirement communities, nursing homes, home and community-based service 
programs, and senior housing. AAHSA's commitment is to create the future of aging 
services through quality that people can trust. It is this commitment that underlies our 
support of this legislation, its goals and increasing the effectiveness and collaboration 
among federal programs that serve our seniors. 

In the wake of Hurricane Katrina, AAHSA members in the affected areas and 
throughout the country have worked to address the immediate and long-term recovery 
needs. The AAHSA community and its allies donated almost $1 million in cash, plus 
additional supplies to assist Gulf-area facilities and help address the immediate needs 
of their residents and staff. AAHSA partnered with their Gulf-area colleagues to 
temporarily relocate residents who could not remain in their homes and to find housing 
and employment for staff who had been displaced by the storm. In collaboration with 
other stakeholders in the Gulf area, AAHSA published “Louisiana Communities of 
Caring,” a prospectus on developing a senior housing with services plan that would 
enable elders to remain in the state or to return. The plan also included 
recommendations to bring back relocated employees and workers, as well as attract 
private investment for senior housing. And now, AAHSA, its affiliates and members 
remain concerned about the significant and as-yet unaddressed needs of the many 
seniors who were displaced and caimot yet return. 

II. Seniors Impacted by Katrina 

According to HUD there are 1 ,054 properties, over 47,000 units, in the areas affected 
by the hurricane. Among those assisted properties are 228 Section 202 elderly 
housing communities with almost 1 1,000 units. HUD identified 100 properties, with 
12,559 units suffered severe damage. These properties represent the most vulnerable 
and difficult to rebuild. Seniors comprise a growing percentage of the assisted 
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housing residents and they were particularly devastated by Katrina and the flooding 
that followed. Some 14.7% had incomes below the poverty line. 

While approximately 70% of the seniors in the Gulf regions owned their own homes, 
they are struggling with the same rebuilding issues that all of those in the Gulf are 
struggling with. According the Congressional Research Service, 88,000 persons age 
65 or older were displaced by the storm and of those, 45,000 were 75 or older. Of 
those seniors, 48% reported having at least one disability, and 26 % reported two or 
more types of disabilities. Therefore, health related and supportive services are 
integral to the successful housing of these seniors. In order for many seniors to return 
to the Gulf, recovery efforts must go beyond simply replacing facilities that were there 
before Katrina hit. The storm has given us the opportunity to develop a truly 
integrated system that will provide the services that elderly Gulf residents need, when 
they need them in places that they can call home. 

III. Non-Profit Provider Experience in Rebuilding Post-Katrina 

AAHSA would like to share the story of one of its members and we think that it is 
indicative of the strong need for the policy recommendations that we have included in 
this testimony. A clear, workable bousing policy, a commitment to maintaining and 
rebuilding affordable housing in disaster areas and a comprehensive plan to support 
providers committed to rebuilding communities after disasters will make a difference 
in Gulf and future disaster sites. 

Almost 50 years ago, Mississippi Methodist Homes became the first non-profit in the 
state to provide affordable housing for seniors. This organization, with seven HUD 
properties throughout the state and a mission of serving the elderly, was committed to 
rebuilding in the Gulf Immediately following the disaster, after learning that one of 
its properties was not salvageable, and recognizing that the site had been subject to 
multiple evacuations and near-misses from the turbulent weather patterns in the Gulf, 
Methodist Homes plaimed to sell the existing property and rebuild the community 
further inland. The organization planned to rebuild the entire senior living campus, 
including the transfer of 65 units of project based Section 8 to the new site, continuing 
their commitment to low income seniors. 

Mississippi Methodist applied to HUD to process a transfer of the existing Section 8 
contract to the new building, in accordance with Section 318 of Public Law 109-115, 
the 2006 Transportation, Treasury, and Housing and Urban Development 
Appropriations Act. Initially HUD agreed that the organization could prepay the 
existing mortgage, sell the property and transfer the Section 8 contract. The 
organization began the process of notifying its displaced residents and moved forward 
with plans to build the new facility. Throughout the process the organization stmggled 
to address HUD requirements with little guidance from a department overwhelmed 
with the scope of the disaster and struggling with how to implement its policies. 

American Association of Homes and Services for the Aging 

2519 Connecticut Avenue, NW Washington, DC 20008-1520 | aahsa.org I 202.783.2242 
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As the closing date approached, the organization was forced to seek help from 
AAHSA and one of its congressional offices to get a response from HUD regarding 
the prepayment request and the final transfer approval. In December 2006, HUD 
eventually refused the transfer, forcing the provider into a lose-lose decision. 
Mississippi Methodist would have to lose the sale of the original property, be stuck 
with a community that could not safely be rebuilt, and face financial ruin or they could 
abandon the Section 8 contract, leaving 65 elderly families without the possibility of 
restored affordable housing, use the sale proceeds to rebuild a senior community in a 
safer location. 

Despite its authority and public statements of a departmental commitment to preserve 
existing Section 8 contracts and transfer them to new properties, HUD essentially 
forced the provider to abandon the contract, losing those 65 units of affordable elderly 
housing forever. 

IV. Necessary Policy Initiatives Congress Must Take to Successfully Rebuild 
Affordable Housing in the Gulf 

AAHSA, its members and the residents and families they serve urge Congress to take 
the following steps to continue rebuilding efforts and protect affordable housing units 
where it is still possible. 

• Ensuring the Successful Section 318 Transfers 

Despite its authority to transfer existing project based Section 8 contracts to 
new sites, HUD has failed to work with effectively providers and preserve 
housing assistance that may otherwise be lost permanently. As in the case of 
Mississippi Methodist, committed providers are working to rebuild their 
communities, maintain their missions and maximize efficiency by using 
existing assistance contracts to assist senior in new buildings where the original 
building is destroyed. Yet HUD has made it impossible to do so and indeed in 
the FY2008 budget just released has even failed to request the authority to do 
so. 

AAHSA urges Congress to require that HUD preserve existing affordable 
housing by transferring project based Section S contracts where the original 
building has been destroyed and where relocation to another area is the best 
possible alternative for reconstructions or needed to preserve the affordable 
housing resource. We also recommend that the authority to transfer Section 
8 be more flexible, such as transfers to a new project for a different number 
of units and different mix of bedroom sizes than the original project, within 
the same dollar amount to facilitate the feasibility of replacing destroyed 
projects. 

• Budget Based Rent Increases for Section 8 and PRAC Contracts 

Operation budgets for assisted housing in the disaster zones have increased 
dramatically, primarily in the areas of staffing, insurance and property tax 
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costs. Some providers are getting insurance quotes - when they can get them 
at all - at an increase of 300-600%. Without a decrease in rates, a new 
insurance vehicle, or supplemental Section 8 income, the current rental and 
operating subsidies cannot support the post-Katrina budgets - and financial 
investors will not step up to buy the tax credits without assurances that the 
property has ample operating fimds to open. In the Section 8 projects, OCAF 
adjustments are simply insufficient. HUD must be flexible enough and have 
sufficient resources to approve budget based rent increases to make sure that 
properties in the Gulf can meet their expenses and retain their affordability for 
the lowest income residents. 

AAHSA urges Congress to direct HUD to adopt a budget based rent increase 
policy to meet the exorbitant cost increases not covered by the operating cost 
adjustment factor (OCAF) policy, in addition to any loans that properties 
have taken out since Katrina to meet the expenses. 

• Long Term HAP Contracts to Facilitate Use of LIHTC Investment 

Existing housing assistance contracts are typically approved for 1 to 5 year 
terms with the ability to renew even though the law provides for 20 year 
contract renewals, subject to annual appropriations. Properties using tax 
credits to raise cash are facing investors and fimding institutions that want 
longer term assistance contracts that clearly support operational costs 
throughout the project. 

AAHSA urges Congress to direct HUD to provide 20 year HAP contracts for 
providers rebuilding in the Gulf with tax credits to attract private investment 
and guarantee the long term affordability of the project 

• Extension of the Service Dates for Projects Using LIHTC 

HR 4440, the Gulf Opportunity Zone Act of 2005, dramatically increased the 
amount of LIHTC authority available to the Gulf Coast states. In Louisiana 
alone, these credits could be leveraged to allow for as many as 14,900 units of 
affordable, mixed-income, and permanent supportive housing. 

The legislation, however, requires that all units built with Go Zone LIHTCs be 
ready for occupancy, or “placed-in-service”, by December 31, 2008. 

Developers on the Gulf Coast agree that this is an impossible task. Mounting 
insurance costs, in some affected areas 300-600% above their pre-storm rates, 
have substantially increased the amount of time needed to put together all of 
the financing necessary for LIHTC developments. Labor and material 
shortages combine to also dramatically increase the time needed to construct 
the units. 

The current placed-in-service date effectively makes any credits allocated in 
2007 or 2008 unusable because developers will be unable to finance and 
constmct developments within the time required. Any Go Zone developments 
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not ready for occupancy by the end of 2008 will see the worth of their LIHTCs 
substantially reduced, putting the developments at risk. 

Providers using the Low Income Housing Tax Credit Program are faced with a 
strict requirement to place the properties in service within 18 months of the 
allocation. Unfortunately the Gulf region is not a typical development location 
with a variety of rebuilding and funding needs still unmet. Providers are at risk 
of losing their tax credit allocations if they caimot meet the deadline for 
opening the property, leaving the site without much needed funding, further 
delaying the rebuilding. 

Although the tax credits are not within the jurisdiction of the Financial 
Services Committee, AAHSA urges Congress to support the introduction and 
passage of legislation to extend the placed-in-service date requirement for 
Gulf Opportunity Zone (Go Zone) Low Income Housing Tax Credits 
(LIHTC) through December 31, 2010. 

• Special Section 202 Allocation to Rebuild Destroyed Properties 

There will be some sponsors that will be unable or unwilling to rebuild in the 
same location leaving less affordable housing for seniors in the hardest hit 
areas, 

AAHSA urges Congress to make a special phased allocation of targeted 
Section 202 funding in the Gulf to build affordable housing for those very 
low-income seniors that have lost their homes and are not able to rebuild. 

• Gap Funds to Cover Costs Not Covered by Insurance 

The cost of construction in the Gulf increased exponentially after the 
hurricanes. In many cases providers have found that the insurance proceeds 
fall far short of what is needed to rebuild their facilities. Although some 
providers have been able to access additional capital through fundraising, tax 
credits or reserves, there remain a number of sites with substantial damage that 
are not able to fund the gap between the insurance pay out and the cost of 
rebuilding. Congress should appropriate a pool of funds to provide gap 
financing for the rebuilding federally-held and assisted multifamily properties. 
AAHSA urges Congress to direct HUD to make an allocation of funding 
available to cover construction funding gaps for those properties that can be 
rebuilt 

• The Adoption of a Comprehensive Plan for Multifamily Sites in Disaster 
Situations 

Finally, HUD must adopt a comprehensive housing disaster plan to help 
providers rebuild and preserve affordable housing throughout the country. A 
number of recommendations have been made by the affordable housing 
community on regulatory waivers and funding gaps that the Department will 
have to address in another disaster situation. There is no reason for Congress 

American Association of Homes and Services for the Aging 

2519 Connecticut Avenue, NW Washington, DC 20008-1520 I aahsa.org I 202,783.2242 



412 


aal^ 

creating the future of aging services 

or HUD to have to waste time, energy and resources to address the same 
problems that have been at issue in the Katrina rebuilding efforts. 

AAHSA urges Congress to require HUD to adopt a comprehensive housing 
disaster plan for federally-assisted properties addressing the issues raised by 
the Katrina recovery, now rather than when the next disaster hits. 

V. Conclusion 

In conclusion, AAHSA urges Congress to demonstrate its clear commitment to 
helping the area recover, to restoring seniors and supportive communities to the area 
by building a new and truly integrated system of aging services in the Gulf area. The 
challenges faced by the providers working to rebuild the Gulf, serve its elderly 
residents and preserve the government’s investment in affordable multifamily housing 
can be overcome with the commitment of a common sense, coordinated federal policy 
to address the barriers to restoration. The loss of affordable housing units due to a lack 
of will to face the needs of these communities would be a national tragedy. Elderly 
residents who return to the Gulf deserve to have the housing and services they need in 
a place that they can call home. 

For additional information or details regarding the efforts of non-profit providers to 
rebuild their communities in the Gulf, please contact Nancy Libson at 202-508-9447 
or nlibson@aahsa.org. 
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As the Committee on Financial Services prepares to examine the ongoing federal housing 
response in the areas affected by Hurricane Katrina, the National Association of Housing and 
Redevelopment Officials (NAHRO) wishes to submit this statement for the record. A 50 1 (c)(3) 
membership association, NAHRO represents over 3,200 housing authorities, community 
development departments, and redevelopment agencies, as well as over 19,000 individual 
associates working in the housing and community development industry. NAHRO’s extensive 
and diverse membership allows us to serve as the leading housing and community development 
advocate for the provision of adequate and affordable housing and strong, viable communities 
for all Americans - particularly those with low- and moderate-incomes. 

Last week, NAHRO members, along with volunteers from Fannie Mae and the Local Initiatives 
Support Corporation, helped to gut and re-roof six public housing homes in Long Beach, 
Mississippi, all structures that were damaged in Hurricane Katrina. As of last week, 29 of the 
Long Beach Housing Authority’s (LBFlA’s) 75 homes remained unoccupied, including five 
homes re-roofed by the volunteers. NAHRO member LaNelle Davis, Executive Director of the 
LBFIA, recently told us that nearly all of the recovery work for her agency has been the result of 
insurance money and volunteers, not federal assistance. 

Coinciding with NAHRO’s recent volunteer activity, HUD Assistant Secretary for Public and 
Indian Housing Orlando Cabrera on January 30 announced $27 million in additional funding to 
help five Mississippi housing authorities (including LBHA, which received just $95, 954) with 
repairs for public housing units. It should be noted, though, that none of these agencies has 
received a single dollar from the $100 million in supplemental Community Development Block 
Grant (CDBG) funding set aside from the state’s allocation for the purpose of restoring public 
housing units. These funds were approved by HUD nearly six months ago on August 17, 2006. 
Indeed, the collective experience of these five Mississippi housing authorities in attempting to 
secure funds to bring public housing units back online revealsjust how woefully inadequate the 
federal housing response to Hurricane Katrina has been. 

Delays at the state level notwithstanding, the sad reality is that even if the funding approved by 
HUD in August had flowed instantly to the five agencies, nearly one year would have passed 
between Katrina’s landfall and the receipt of federal aid for rebuilding damaged and destroyed 
public housing units. When HUD announced approval of the original $100 million plan. 
Secretary Alphonso Jackson called the funding “a direct investment in the homes of low- and 
very low-income families who once called these public housing developments home.” The 
Secretary stated that HUD intended the dollars to “restore these public housing units on at least a 
one-to-one basis." Clearly this goal, along with so much of the Gulf Coast’s recovery, remains 
unrealized. In this statement NAHRO will examine a number of the factors we believe have 
impeded the rebuilding process. 
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Outdated Memorandum of Understanding Has Meant Significant Delays for Rebuilding Public 
Housing along the Gulf Coast 

First, NAHRO wishes to review an issue we have brought to your attention in previous 
correspondence on the federal response to Katrina. This matter involves the relationship 
between HUD and FEMA as it relates to the provision of housing assistance following a major 
disaster. In the months following the 2005 hurricane season, many of our member agencies 
operating along the Gulf Coast were frustrated by the resistance they encountered as they 
investigated the availability of FEMA tunds for the repair and/or replacement of damaged public 
housing units. Some of these difficulties can be traced directly to a January 8, 2001 
Memorandum of Understanding (MOU) between HUD and FEMA (updated by FEMA Recovery 
Division Policy Number 9523.7, dated April 14, 2003). 

The MOU provides that HUD will provide funding for rebuilding public housing units from the 
capital public housing reserve authorized by section 9(k) of the U.S. Housing Act of 1937, 
“subject to availability of appropriations.’' In accordance with the MOU, FEMA has in some 
cases provided public housing authorities with “essential assistance” under Section 403 of the 
Stafford Act for activities such as debris removal and demolition of unsafe structures (although, 
as we discuss later, this assistance is not always provided as promised). However, because the 
MOU provides that HUD will be the source of assistance for disaster recovery costs not covered 
by insurance or essential assistance, FEMA has not provided assistance under Section 406 of the 
Stafford Act for the permanent repair or reconstruction of public housing units. Meanwhile, the 
MOU makes clear that “publicly-subsidized housing facilities that were developed and financed 
from other sources, such as other HUD programs (e.g.. Section 8, FHA Mortgage Insurance, 
etc.). ..do not qualify for HUD disaster assistance” and “may apply directly to FEMA for public 
assistance grants under any category of work, including Section 406 permanent repairs.” 

The MOU was most likely well-intentioned in that it sought to prevent duplication of resources 
while affirming that all publicly-subsidized housing facilities should have access to appropriate 
federal assistance following major disasters. Unfortunately, while public housing developments 
in the areas impacted by Hurricanes Katrina and Rita may technically qualify for funding under 
section 9(k), Congress has not for some years seen fit to fund the section 9(k) account. This puts 
public housing developments in the unenviable position of being effectively ineligible for 
existing FEMA funds by virtue of being eligible for HUD funding that simply no longer exists. 
Because the MOU is silent on the question of what recourse is available to public housing 
developments when 9(k) reserve funding is unavailable, the policy clearly discriminates against 
this particular type of housing. 

Although Congress has separately appropriated funds to be used for grants to local housing 
agencies for emergency capital needs resulting from unforeseen or unpreventable emergencies 
and natural disasters, funding for such assistance is distinct from the 9(k) emergency reserve and 
is insufficient to address the extensive costs associated with repairing or rebuilding public 
housing units in the aftermath of a major disaster. For example, only $29 million was available 
for emergency capital needs for FY 2005, with $22 million eventually awarded to the Housing 
Authority of New Orleans and $7 million awarded to the Biloxi Housing Authority. 

Exacerbating the problem is the fact that emergency capital funding can only be used for 
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disasters that occur in the same year the funds are appropriated, meaning that unobligated 
balances from previous fiscal years could not be applied toward Katrina recovery. 

If HUD and FEMA are to work together more effectively and improve upon the federal housing 
response in the aftermath of future major disasters, it would seem appropriate to allow local 
housing agencies to seek and receive FEMA funding for the repair, restoration and replacement 
of public housing units damaged or destroyed during major disasters in any instance in which the 
availability of HUD section 9(k) funding is insufficient for those purposes. This would place 
public housing developments on equal footing with those other forms of publicly-subsidized 
housing facilities that do not currently qualify for HUD disaster assistance and are already 
explicitly eligible to apply for FEMA public assistance grants under all categories of work. 

We have previously corresponded with Secretary Jackson and others at HUD to offer the 
suggestion that the Department at least clarify the MOU to ensure that it is not acting as an 
impediment to obtaining FEMA funding for public housing developments simply because 
necessary administrative steps are not being taken to enable their access to it. Unfortunately, the 
Department has thus far not taken action to address this issue. It is our understanding, however, 
that the Department may finally be prepared to revisit the MOU and that conversations have 
occurred between HUD and FEMA to that end. I hope the Committee will encourage the 
Department and FEMA to resolve this matter quickly and in a manner that clearly specifies an 
appropriate, accessible, and readily available funding source for the repair, restoration and 
replacement of public housing units following major disasters. At a minimum, any revised MOU 
should make public housing developments explicitly eligible for FEMA funding whenever HUD 
funds, including 9(k) funding and emergency capital funding, are not available. 

It must be noted that the President’s recently released FY 2008 budget proposal underscores the 
need for HUD and FEMA to quickly revisit and revise the MOU. Under the heading for the 
Public Housing Capital Fund, the HUD budget appendix states, “Funds for disaster relief will no 
longer be requested; the FEMA disaster assistance is available for any needs that are not covered 
by the required property insurance” (emphasis added). Both HUD and FEMA are very much 
aware that the current structure of the MOU means this is clearly not the case for public housing 
units. 

FEMA Did Not Deal with Mississippi Housing Agencies in Good Faith 

The outdated MOU was not the only obstacle to a timely recovery for the five coastal Mississippi 
housing agencies mentioned above. On April 25, 2006, NAHRO Executive Director Saul 
Ramirez transmitted a letter to then-acting FEMA Director David Paulison communicating 
NAHRO’s concern over what appeared to be evidence of a concerted effort by FEMA to 
withhold reimbursement for previously-authorized work plans related to hurricane recovery 
efforts. 

These housing authorities had earlier informed NAHRO staff of FEMA’ s apparent failure to live 
up to a publicly issued promise to provide full reimbursement for demolition and debris removal 
activities (including mold abatement) undertaken as a result of Hurricane Katrina. The 
authorities informed NAHRO of two separate but related challenges as they sought 
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reimbursement under FEMA’s Public Assistance program. The first challenge stemmed from 
what appeared to be a policy decision made by FEMA that made it practically impossible for 
housing authorities to secure reimbursement, while the second challenge was related to FEMA’s 
bureaucratic structure. 

All five housing authorities described to NAHRO staff in detail an October 5, 2005 meeting in 
Jackson, Mississippi, during which officials representing FEMA and the Mississippi Emergency 
Management Agency (MEMA) informed the housing authority representatives that demolition 
and debris removal activities related to Hurricane Katrina would be classified as Category B 
(emergency protective measures) under the Public Assistance program and would therefore be 
eligible for 100 percent reimbursement from FEMA. During this meeting, officials strongly 
encouraged the housing authorities to fill out project worksheets and work toward the completion 
of demolition and debris removal by the deadline for Public Assistance funding, which at that 
point in time was October 27, 2005. The housing authorities were given the impression that they 
had to act quickly or forever lose the opportunity to seek and receive full reimbursement from 
FEMA. 

NAHRO staff received multiple reports asserting that FEMA officials initially signed off on and 
began to process housing authorities’ project worksheets under Category A (debris removal) or 
Category B, only to later reclassify the activities involved as Category E (permanent 
reconstruction expenses related to buildings and facilities) activities that are ineligible for 
reimbursement. In many of these instances, FEMA reclassified time-sensitive mold abatement 
activities under Category E. 

Email communications between FEMA and housing authorities, originally shared with 
Mississippi agencies by FEMA officials, indicated that FEMA adopted a new mold remediation 
policy for Mississippi on December 1 6, 2005. This policy was again revised on January 6, 2006. 
In a January 7, 2006 email sent by one FEMA official to another FEMA official on this topic, the 
first official wrote, “It’s not likely that any of the mold growth along the coast was addressed 
soon enough after Katrina hit to qualify it as Category B.” In the same e-mail message, the 
official also wrote, “Essentially, there are times when the activity the Housing Authority 
performed would be Category B work, and other times when those same activities would be 
Category E work.’’ 

In a separate e-mail addressed to a housing authority and dated January 7, 2006, another FEMA 
official wrote, “In short, regarding mold treatment, FEMA has decided that the line has to be 
drawn somewhere between calling such work an emergency response (Category B) and part of a 
permanent repair (Category E)... Currently, the line is drawn after several hours, as opposed to 
days, following the storm” (emphasis added). In another email, this FEMA official wrote he had 
recently learned that “other PWs (project worksheets) have been revisited by Jackson in a like 
manner,” meaning that FEMA’s Jackson office had apparently reclassified as Category E project 
worksheets seeking reimbursement under Categories A and B. 

Other activities undertaken by housing authorities that would reasonably qualify as either 
Category A or B were also reclassified as Category E by FEMA, thus resulting in decisions to 
deny reimbursement. In some cases these decisions were made based on FEMA’s 
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characterization of the work performed. In other cases it appears that the nature of the work was 
immaterial and the main concern was when the work was actually completed. As an example, 
one housing authority told NAHRO that FEMA provided assurances that sheetrock removal 
would be reimbursed. This housing authority completed a project worksheet and submitted for 
reimbursement under Category B. FEMA later reclassified the project worksheet under 
Category E, arguing that the work had not been performed in the hours immediately following 
the storm. In another case, covering holes in a roof with salvaged sheetrock and decking in order 
to put up a tarp — clearly a temporary action taken to prevent further water damage — was 
reclassified by FEMA as a permanent repair. 

FEMA’s seemingly arbitrary decision to reclassify mold abatement work and other emergency 
repair activities as Category E was unfair for a number of reasons. First, FEMA punished 
housing authorities for not adhering to a mold remediation policy that did not yet exist at the 
time of the October 5, 2005 meeting in Jackson and was later revised again. Second, if it was 
always FEMA’s intent to deny reimbursement for activities that did not occur within the first few 
hours after Hurricane Katrina struck, FEMA could have made that clear during the October 5, 
2005 meeting, since over a month had passed since the federal disaster declaration. 

Finally, even through the use of emergency procurement procedures, it would have been 
impossible for housing authorities to address storm damage in the first few hours following the 
storm. Housing authorities were without electricity or telephone service, gasoline was scarce, 
and the buildings from which they would normally conduct business had in many cases sustained 
major damage. It defies logic to expect that housing authorities could have procured contractors 
and completed repairs “after several hours” when FEMA itself was unable to deliver assistance 
to the Gulf Coast in a timely manner. 

Consider that FEMA’s own Frequently Asked Questions resource, available online at 
http://www.fema.gov/government/grant/Da/faa.shtm . states that both debris removal and 
emergency protective measures may be reimbursed if the work is performed within six months: 

“Project Funding 

Does the time period in which work is performed affect the reimbursement of that 

work? 

The initial deadlines are established according to the type of work performed. 

Debris removal - 6 months 

Emergency protective measures - 6 months 

Permanent repair work - 18 months 

Time extensions may be granted for extenuating circumstances. " 

If the devastating effects of Hurricane Katrina do not qualify as “extenuating circumstances,” we 
are hard pressed to imagine what would. In any case, the housing authorities seeking the 
reimbursement promised by FEMA completed their debris removal activities and emergency 
protective measures well within the six month timeframe. In a number of cases, housing 
authorities that relied upon assurances from FEMA found themselves in litigation when the 
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funding needed to pay contractors was unavailable due to FEMA’s decision to deny 
reimbursement. 


FEMA 's Bureaucracy Also a Barrier to Reimbursement 

In many cases, the housing authorities that contacted us found themselves navigating a maze of 
bureaucracy in their attempts to secure the appropriate level of reimbursement. For example, 
two housing authorities that contacted us had been represented by an individual who was assured 
by FEMA in October that reimbursement would arrive no later than three weeks after emergency 
repair work was completed. Eight months after the disaster, these housing authorities continued 
to encounter resistance from FEMA officials as they attempted to convince the agency to revisit 
work orders and adjust the level of approved reimbursement to reflect updated insurance 
settlement information. Instead of meeting with the representative of the housing authorities to 
resolve the issue of the work order, FEMA sidetracked the process by forcing the housing 
authorities to revisit and document their procurement processes, despite the fact that the housing 
authorities had been encouraged to employ emergency procurement. 

Instead of working with these housing authorities to resolve the reimbursement issue, FEMA 
seemed to be more concerned with auditing our member agencies for potential wrongdoing than 
it was with tulfilling the promises it had made to them. The individual working on behalf of the 
two housing authorities mentioned above informed us that FEMA officials, instead of taking 
responsibility for past promises, argued that MEMA was empowered to adjust the work orders in 
question. When this individual contacted MEMA on FEMA’s advice, he was told he would he 
would not be allowed to set foot inside FEMA’s and MEMA’s temporary headquarters inside the 
Biloxi Coliseum and Convention Center. Instead, this individual was instructed to meet a 
MEMA representative in the parking lot and deliver documents through his rolled-down car 
window. 

FEMA took over six months to respond to our letter on this matter. In a letter dated November 
9, 2006, James A. Walke, Public Assistance Branch Chief for FEMA’s Recovery Division, 
essentially dismissed NAHRO’s concerns, writing that “the amount of interior demolition (i.e., 
removal of sheetrock) that is considered emergency protective measures is best made onsite.” 
Furthermore, instead of acknowledging that FEMA staff did anything improper, the letter instead 
simply states that “HUD provides funding to repair disaster damages to facilities authorized by 
Section 9(k) of the US Housing Act of 1937.” Walke closed the letter by writing that FEMA 
was “pleased to have assisted many PHAs in recovering from the devastating effects of 
Hurricane Katrina.” Surely this sentiment is cold comfort to those agencies that even now are 
still waiting for federal financial assistance to arrive so that rebuilding may begin in earnest. 

NAHRO does not currently have an accurate count of the number of units across the Gulf Coast 
that could have been quickly put back into productive use, given adequate federal funding 
assistance, had remediation and permanent repairs proceeded soon after Katrina made landfall, 
but were instead lost to mold, rot, and other after-effects of the storm. It is our assumption, 
however, that this number is substantial. 
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Delayed Damage Assessments Have Slowed Recovery 

Returning to the subject of the delays experienced by the Mississippi agencies in accessing the 
$ 1 00 million in supplemental CDBG funding approved by HUD in August 2006, recent press 
reports indicate that delivery of these funds was held up pending the completion of damage 
assessments. Please note that on September 9, 2005, NAHRO delivered a letter to Secretary 
Jackson outlining an offer “to coordinate [an] inspection process” that would “generate 
information needed by the Department for assessing the damage to. . .HUD-assisted Housing.” 

NAHRO’s proposed work plan, which would have been executed in partnership with Building 
Inspection Service, Inc., would have generated “both detailed property condition reports and 
costs to repair, restore, and/or replace” damaged and destroyed public housing.” In our letter, 
NAHRO suggested that the data generated through these inspections “could be used as the basis 
for subsequent funding allocations and oversight in the restoration process.” HUD made no 
response to NAHRO’s initial offer. 

GSE Reform Legislation Can Provide Assistance to Gulf Coast While Helping to Address the 
Nation 's Housing Crisis 

NAHRO was a consistent supporter of using supplemental CDBG funds to support the recovery 
effort in the Gulf Coast. At the same time, we have always argued that additional resources are 
necessary to guarantee that affordable housing stock in the Gulf Coast region is not only 
preserved but expanded. Because the affordable housing crisis facing America existed long 
before Katrina made landfall, NAHRO believes we need new tools that can be used not only to 
address the very real and persistent housing needs of the Gulf Coast, but also to combat the 
shortage of affordable, available units nationwide. 

Not surprisingly, the enactment of a new and significant source of financing to support the 
expansion of affordable rental and homeowner opportunities is a top legislative priority for 
NAHRO in 2007. It has long been our hope that legislation to reform Government Sponsored 
Enterprise (GSE) oversight can serve as the vehicle to create a new production program in the 
form of an affordable housing fund. Testifying on behalf of NAHRO during the September 15, 
2005 hearing of the Subcommittee on Housing and Community Opportunity, Henry A. Alvarez 
III, President and CEO of San Antonio Housing Authority, had the following to say about 
proposed affordable housing fund contained within GSE reform legislation: 

“[WJith respect to our ability to meet both the short-term needs of families impacted by 
the hurricane as well as the longer-term needs of families for whom decent affordable 
housing remains out of reach, NAHRO believes that now is the time to get serious about 
the production of new units of affordable housing... 

By establishing affordable housing funds at Fannie Mae and Freddie Mac, that 
legislation would create a new, significant source of funding for the production, 
preservation, and rehabilitation of affordable rental housing. Now more than ever, these 
new funds would be a welcome resource. These new dollars would be put to good use, 
both in the areas affected by Hurricane Katrina and throughout the nation. " 
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A report issued by the minority staff of the Committee last year argued, “If the GSE bill had 
been promptly enacted into law [in 2005], funds would already be going to the Gulf to help with 
housing reconstruction.” NAHRO agrees. Additionally, earlier enactment of a bill with a 
temporary funding preference for the Gulf Coast region would have meant earlier eligibility for 
deserving projects in other parts of the country. 

Disaster Recovery Effort Serves as a Reminder of the Importance of Protecting Our Nation 's 
Investment in Public Housing 

The stunning devastation wrought by Hurricanes Katrina and Rita serves as a stark reminder of 
persistent economic disparities and the corresponding need for the federal government to remain 
fully invested in the development of affordable housing and the pursuit of meaningful 
community revitalization. In the aftermath of the 2005 hurricane season, the Congress and the 
administration deployed time-tested federal housing and community development tools in order 
to address the substantial relief and recovery needs of the Gulf Coast, the same federal tools that 
have been making a real difference in the lives of low- and moderate-income Americans for 
decades. These proven tools must be strengthened and, along with new and innovative programs 
and policies, brought to bear not only when required to meet needs created by future disasters, 
but in a concerted and sustained effort to resolve the nation’s ongoing affordable housing crisis. 

NAHRO has consistently called for adequate resources for the repair, restoration, and 
replacement of public housing units damaged or destroyed during the 2005 hurricane season. 
Once these units are finally back online, they will unfortunately be operational within a program 
in the midst of a desperate fiscal crisis. Funding for public housing has reached such a nadir that 
families’ continued housing support, leveraged or otherwise, is unmistakably endangered. 

Between FY 2000 to 2007, the deficit in operating subsidy for the Public Housing program 
exceeded $2 billion. Housing agencies in the first quarter of 2007 received just 76 percent of 
their demonstrated need for subsidy. Housing agencies can no longer cover the gap themselves, 
and have resorted to reductions in maintenance and service staff to dangerously low levels, cut 
benefits to remaining employees, eliminated physical and management improvements, and in 
many cases have nearly used up necessary operating reserves. We must not only save public 
housing units in the Gulf Coast region. We must also save HUD’s public housing program in 
order to protect the families they serve across the nation, including those displaced public 
housing residents who choose to return to the Gulf Coast. 

Major Disasters Prove Value of CDBG Program 

We noted with great interest the recent testimony of Donald E. Powell, Federal Coordinator for 
Gulf Coast Rebuilding, before the Senate Committee on Homeland Security and Government 
Affairs in which he said: 

"The CDBG program was chosen because it is a well-tested mechanism that provides a 
state with the greatest flexibility in how funds may be spent. CDBG allows those closest 
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to the problem to make direct grants. In fact, that ’s the greatest attribute of the CDBG 
funds. " 

NAHRO’s support for the CDBG program remains unwavering. The program must be 
strengthened in order to more effectively respond to ongoing state and local needs as well as 
future disasters. No good purpose is served when the administration spends an entire year 
attempting to eliminate the highly effective CDBG program, then admits there is no better 
existing federal program with which to deliver flexible aid to states and communities recovering 
from a major disaster, and then unveils a legislative “reform” proposal that would substantially 
reduce regular CDBG allocations for states and communities across the nation by combining 
formula change with a $1 billion reduction in formula grant funding. Unfortunately, the 
President’s FY 2008 budget makes clear the Administration’s intent to continue down this path. 

Thank you for your consideration. NAHRO commends the Committee’s leadership as it relates 
to housing and community development policy as well as its ongoing commitment to meeting the 
needs of those impacted by the 2005 hurricane season. 
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The National Association of REALTORS® commends the Committee for focusing on 
the federal response to Hurricanes Katrina and Rita. There is much to be learned in the aftermath 
of these disasters, and we applaud your leadership in renewing this discussion. 

One of the most immediate needs for victims of the hurricanes was shelter, and 
REALTORS® responded to that need. Aside from raising money, REALTORS® quickly 
mobilized to identify available housing resources in the community and provide assistance to 
consumers and government entities in finding housing for victims. But REALTORS® 
commitment didn’t end there. NAR entered into a partnership with Habitat for Humanity 
International (HFHI) to build 54 homes in the Gulf region as part of HFHI's Operation Home 
Delivery. NAR 2006 President Tom Stevens challenged each of state and territorial 
REALTOR® associations to each raise $75,000 for this project. The REALTOR® Relief 
Foundation agreed to contribute the first $5,000 for each association. Half of the 54 homes will 
begin as a Home in a Box, which involves constructing the frame of the home that is then 
shipped to the Gulf coast where it is completed. The remaining 27 homes will be built ffom-the- 
ground-up, in their permanent locations in the Gulf region. 

We believe the federal govenunent must implement a standardized, coordinated plan that 
can become operational immediately in the event of a natural disaster. The Department of 
Housing and Urban Development has a unique opportunity to help in this effort to provide 
housing. First, the Department should target their inventory of HUD-owned homes. These 
houses should be immediately made available for victims. 

Second, HUD should utilize the available inventory of Section 8 project-based units, and 
the Rural Housing Service’s 5 1 5 rental housing units. The Department should be able to quickly 
identify these units and make them available. After Katrina and Rita, these units could not be 
quickly utilized by evacuees because Public Housing Authorities, owners and agents were still 
required to adhere to all program requirements. These should be temporarily suspended in 
impacted areas during a natural disaster, to allow victims to find immediate shelter. Most 
important are the requirements related to initial inspections and income verifications. These 
requirements are time consuming and may be impossible to meet in the aftermath of a disaster. 

An automatic temporary waiver of program requirements would avoid programmatic delays and 
provide housing immediately to those in need. 

Third, Housing Authorities have the names of property owners who participate in the 
Section 8 voucher program. These properties should be immediately contacted to see if units are 
available for disaster victims. Lastly, HUD should work with the private sector who own and 
manage rental units nationwide. Rather than turn to makeshift solutions like trailers and cruise 
ships, the government should focus on housing that is readily available in communities. 
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The disasters following Hurricanes Katrina and Rita have caused taxpayers millions of 
dollars. We believe this money would be better spent through the development of a highly 
coordinated system for prevention and remedial assistance. First, reforms to the National Flood 
Insurance Program are needed. The NFIP is a unique partnership between our three levels of 
government. It enables property owners in participating communities to purchase insurance as a 
protection against flood losses in exchange for State and community floodplain management 
regulations that reduce future flood damages. As a result, federal expenditures for disaster 
assistance and flood control are reduced. Although the costs to federal taxpayers associated 
with Hurricanes Katrina, Rita and Wilma have been very high, without the NFIP they would 
have been even higher. NAR encourages the Committee to consider NFIP reform legislation as 
expeditiously as possible. 

Congress must insist that the NFIP abide by the changes that were implemented with the 
passage of “Bunning-Bereuter-Blumenauer Flood Insurance Reform Act of 2004.” This 
important law targets federal flood mitigation efforts to repetitive-loss properties and increases 
the flood insurance premiums of such properties whose owners refuse government mitigation 
offers. The purpose of the law is to improve the financial soundness of the NFIP by shifting 
more of the burden of recovery costs to property owners who choose to remain vulnerable to 
repetitive flood damage. The law directed FEMA to develop a pilot program for mitigation of 
severe repetitive loss properties. Implementing this program will provide dramatic savings to the 
NFIP. We also believe FEMA must enforce the mandatory purchase requirement under current 
law. Homeowners with mortgages held by federally-regulated lenders whose homes are located 
in a special flood hazard area are required to purchase and maintain flood insurance. If a 
property owner fails to obtain and maintain this coverage, their lender is required to purchase this 
coverage on their behalf and bill the borrower. FEMA should increase enforcement of this 
requirement, which would increase premium revenue to the National Flood Insurance Program 
as well as further reduce the costs of a flood event to the federal government. 

Secondly, we urge Congress to ensure adequate funding for FEMA’s map modernization 
program. This funding will ensure that the project will proceed and ensure that the nation’s 
flood maps are accurate. Flood maps determine whether a property is located in a floodplain, 
and thus whether flood insurance is required in order to secure a mortgage. When maps are 
inaccurate, properties incorrectly included in a floodplain are unnecessarily required to have 
flood insurance coverage. Flood maps serve a number of other important functions. Flood maps 
help communities develop flood management strategies, implement more effective land use and 
building codes, develop disaster preparedness plans, and incorporate disaster planning into 
regional economic development strategies. 

NAR believes that now is the time for Congress to address a comprehensive natural 
disaster policy that includes natural disaster insurance. The inability to obtain affordable 
homeowners' insurance is a serious threat to the residential real estate market - and thus, our 
economy, in several ways. Because homeowners' insurance is a necessary component in 
securing a federally-related mortgage, an otherwise creditworthy potential homebuyer who 
cannot obtain the required insurance is priced out of the market. If an existing homeowner is 
unable to maintain insurance required by a mortgage lender, the mortgage is in default. In lease 
situations, insurance costs incurred by landlords are ultimately passed along to tenants in the 
form of higher rents. NAR supports the creation of a federal natural disaster program that will 
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prevent future disruptions in insurance markets and promote available and affordable 
homeowners' insurance in disaster-prone areas. Key elements of a comprehensive natural 
disaster policy include encouraging personal responsibility through insurance and appropriate 
mitigation measures, recognizing the roles of state and local governments regarding building 
codes and land use planning decisions, and addressing infrastructure needs. 

Thank you for your time and attention to this important issue. We stand ready to work with 
the Committee to address federal housing, NFIP and natural disaster policy issues. 
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Chairman Frank and Ranking Member Bachus, the Housing Policy Council of The 
Financial Services Roundtable is pleased to submit this written testimony for the 
Committee’s February 6 hearing on Katrina recovery issues. 

The Housing Policy Council’s twenty-three member companies collectively originate 
approximately sixty-four percent of the mortgages in the U.S. The Financial Services 
Roundtable’s membership is one hundred of the nation’s leading integrated financial 
services companies providing banking, mortgage, insurance and investment products and 
services to the American consumer. 

The member companies of the Housing Policy Council and The Financial Services 
Roundtable responded immediately to the Katrina and Rita disasters. When the storms hit, 
many of our members were directly affected by the crisis. Member companies had dozens 
of offices either destroyed or damaged by the storms; many of their local employees lost 
their homes, their transportation, communication, and all of the other day-to-day 
conveniences of life that their neighbors in the area also suffered. 

Our member companies also had loans outstanding to tens of thousands of home 
owners in the region, and many of those borrowers suffered some damage to or even total 
destruction of their homes. Because of the difficulty of traveling in the affected region, or 
communicating with those who were there, initially we did not know what the extent of the 
damage to our borrowers and their homes might be. As information was collected, it 
quickly became apparent that our members had billions of dollars in mortgage loans secured 
by damaged properties and owed by individuals who might have lost their jobs, their means 
to communicate, perhaps even their lives or the lives of loved ones. 

In other words, Katrina, which was the largest natural disaster ever to strike the U.S., 
hit the financial services and mortgage lending industry directly and hard. 

Now, 1 7 months later, we can provide commentary to your committee about what 
has been accomplished so far, but we wish to emphasize to everyone involved that the 
recovery effort remains a work in progress. While much has been done, very much remains 
to be done. 
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We have attached to this testimony a copy of the report entitled “Accelerating the 
Katrina Recovery - An Interim Report”, which The Roundtable’s Blue Ribbon Commission 
on Mega-Catastrophe issued on October 25, 2006. It contains an extensive discussion of the 
efforts of the financial services industry and twenty four recommendations for strengthening 
Katrina recovery, which the Committee may find useful. 

We are grateful to Dr. James Richardson of Louisiana State University, who provided 
excellent research on the challenges that need to be addressed to help stimulate a full 
economic recovery. Availability of housing for the people of the Gulf Coast region is 
essential and necessary for a successful recovery. 

Response of the member companies of the Housing Policy Council and The Financial 
Services Roundtable 


The Housing Policy Council was an active participant in a larger effort by the 
financial services sector that provided needed liquidity to the victims in a variety of ways, 
including cash from ATMs, credit and debit cards, liquidating assets such as securities or 
mutual funds, prompt claims payments from insurance carriers, and deferral of payment 
requirements on mortgage loans. This was done well. In the words of the Federal Financial 
Institutions Examination Council, “...overall, [financial] institutions prevailed in very 
difficult circumstances through advance planning and preparation, and by working 
together.” As a result of these efforts, the financial industry was able to assist customers 
and communities in their time of greatest need.” 

In addition, financial institutions took a variety of measures to provide direct aid to 
the victims of Katrina and Rita. For example, over 80 members of the Financial Services 
Roundtable and their employees and customers responded to the crisis in the area by 
providing more than $93 million in financial assistance to disaster relief agencies. In 
addition to the charitable donations, member institutions waived fees and penalties, 
provided moratoriums and grace periods on loans and insurance premiums, helped 
customers establish alternate payment plans, and did not report delinquencies to consumer 
credit reporting agencies. 

Confronted with the damage to so many homes and communities caused by Katrina, 
coupled with the inability of many victims to find work in new locations while deciding 
whether to return to the storm-ravaged areas, it immediately became evident to banks and 
mortgage lenders in the region that some relief had to be extended to those with mortgage 
obligations. There were no manuals, however, on how to go about this since Katrina was 
the largest and most devastating storm in U.S. history, and no financial institutions in any 
area had ever before had to cope with an event of this magnitude. 
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In the immediate days after Katrina, The Financial Services Roundtable and our 
Housing Policy Council met with Members of this Committee and the staff to review the 
immediate steps that the industry and regulators were taking to respond to the crisis. In 
addition, the Housing Policy Council and the rest of the mortgage industry promptly formed 
a Katrina Mortgage Working Group. This coordination was encouraged by the federal 
banking regulators and included productive meetings in the fall of 2005 held at the FDIC to 
discuss forbearance and other policy issues that would become critical during the long 
recovery process. 

Throughout the ensuing 17 months, the joint mortgage lending industry trade group 
has met regularly to address a lengthy list of issues that needed to be resolved. In addition 
to the Housing Policy Council, the active participants in the group have been the Mortgage 
Bankers Association, the Consumer Mortgage Coalition, other trades and individual 
companies concerned about the recovery. It has coordinated its activities and efforts not 
only with local banks and mortgage companies, but also with Fannie Mae and Freddie Mac, 
the Government Sponsored Enterprises (GSEs), groups including unions, such as the AFL- 
CIO, consumer organizations, including NCRC, others who are also deeply interested in the 
relief and recovery efforts, and with federal and state government agencies, including 
Chairman Don Powell’s Gulf Coast Recovery Office, which encouraged coordinated efforts 
on the recovery. 

As one of its highest priorities, our industry group recognized that it would need the 
cooperation and active help of government regulators and the GSEs, and therefore worked 
with those groups to develop uniform forbearance policies to assist mortgage borrowers. As 
a result, most lenders permitted affected homeowners in the region to defer mortgage 
payments for seven months after Katrina without incurring late fees and without having 
negative credit information placed in their credit files. Many of the more severely affected 
homeowners have still not been required to make payments and have not been reported as 
delinquent to the credit bureaus 17 months after Katrina struck the region, despite the 
considerable costs to lenders from the additional servicing tasks involved and in many cases 
from the corporate funds advanced for required payments to investors and securities holders. 

One of the more challenging tasks the Working Group faced was informing 
homeowners of the forbearance policy since many were not in their homes and had not been 
in contact with their loan servicer since the storm. Lenders made extensive use of direct 
mail (where it was available), print and broadcast advertising, including enlisting the 
assistance of the news media, posters, dedicated customer service telephone lines, and 
lender web sites, and engaged both national and local community organizations to spread 
the word of available relief Community meetings were held in both Mississippi and 
Louisiana, some sponsored by the Working Group, some sponsored by individual lender 
companies. 
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Federal bank regulators not only created their own joint Katrina task force, but in the 
weeks and months immediately following the storms, issued guidelines to assist lenders in 
making decisions on forbearance. They responded promptly to requests from the industry 
working group for consultations, and encouraged flexibility on the part of lenders matched 
by similar flexibility on their part. 

The Housing Policy Council also felt that it should gather and share as much first 
hand information as possible on the impact of the storms on New Orleans and Mississippi. 

In early December 2005, the Housing Policy Council organized an industry trip to New 
Orleans involving nearly 80 representatives from member companies and other concerned 
trade organizations and agencies. Our industry group met with local and state officials 
including Mayor Ray Nagin, Sean O’Keefe, Chancellor of LSU, other city officials, non- 
profit organizations and local member companies and visited the severely damaged areas of 
the City including the Ninth Ward, Gentilly, New Orleans East, Lakeview and St. Bernard 
Parish. Business and government leaders assembled and worked together to understand 
what was needed to promote recovery in the region. 

The industry trip to New Orleans was followed by a visit to the Mississippi Gulf 
Coast in early Febmary 2006 to meet with Mississippi officials, including Congressman 
Gene Taylor, state and county officials, and to visit some of the severely damaged 
communities, including Pass Christian, Waveland, Gulfport and Biloxi. The Housing Policy 
Council also moved its 2006 annual meeting from another city, where expenses had already 
been incurred, to New Orleans in May 2006 to show support for New Orleans and the 
recovery. During our May meeting in New Orleans and subsequent visits to Baton Rouge, 
our members met with Mayor Nagin and Governor Blanco and Louisiana Recovery 
Authority officials. We began a dialogue with and established channels for exchanging 
information and coordinating information needed to support recovery efforts for 
homeowners affected by the disaster.. 

In Washington, the Housing Policy Council recognized that the impact on 
homeowners in the region would require aid from the Federal Government. Congressman 
Richard Baker was a leader in proposing ideas to structure the aid to the region and other 
members became actively involved in the search for an effective method for federal support. 
In 2006, the Housing Policy Council and its industry partners actively supported passage of 
the appropriation of Community Development Block Grant funding for uninsured 
homeowners living outside of FEMA-designated Special Flood Hazard Areas. Following 
passage, we shared industry views with HUD regarding the steps needed for the funds to be 
effectively distributed to homeowners. 

The Working Group communicated regularly with those who run the assistance 
programs in both Mississippi and Louisiana and provided them with expertise available 
from lender companies. The Housing Policy Council also provided assistance in 
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furtherance of that effort by making the services of an expert industry representative 
available. This senior industry representative, Michael Kozlak, a member of the Housing 
Policy Executive Council, volunteered his time to provide on-site presence and advice to 
those who were developing recovery plans. 

Since the adoption in both Mississippi and Louisiana of the programs to distribute 
federal aid to affected homeowners, the Housing Policy Council and its members, working 
with the Mortgage Bankers Association and other industry groups, have continued to be 
available to provide suggestions and answer questions as workout programs are 
implemented with individual borrowers, or to respond to questions from the state agencies 
about lending or servicing processes followed by the industry. 

Forbearance 


We would like to comment specifically on the efforts and successes of the mortgage 
industry to provide relief to borrowers by permitting them to defer payments on mortgage 
loans for a period of time. 

Forbearance is used by mortgage lenders to provide short term payment relief to 
borrowers, in certain situations, who are having problems making payments. While each 
lender has its own distinctive procedures for when and how long forbearance should be 
provided, those originators who sell their loans in the secondary market are also guided by 
the contracts with the investors articulating when forbearance is available for loans sold to 
the investors. 

With chaos the order of the day immediately after the storms, it was clear that 
thousands of borrowers would not be able to make their payments on time. Our member 
companies and other lenders offered an immediate 90 day forbearance to their customers in 
September 2005. Because the size of the devastation was so enormous, in the fall of 2005 
lenders and regulators began a dialogue to determine what additional forbearance and other 
efforts would be needed. The industry group also contacted Fannie Mae and Freddie Mac to 
encourage them to adopt similar policies on forbearance. The industry generally refrained 
from filing negative credit reports on the deferred loans. 

As the end of the initial forbearance period approached in November 2005, the 
industry group met to discuss what the next steps should be, whether or not lenders planned 
to begin foreclosure proceedings following the termination of the forbearance period, what 
the regulators and the GSEs planned, and what other investors planned. The dialogue was 
facilitated by a meeting in November 2005, hosted by the FDIC with a large group of 
lenders, lender trade associations, unions, consumer organizations, and representatives from 
the FDIC and other federal regulatory agencies. 
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As a result of these and similar meetings and considerations, a second 90 day 
forbearance period was recommended and generally accepted throughout the industry, and 
more intense work began on determining what should happen when that period ended. 

The mortgage industry working group suggested that a good way to proceed 
thereafter was to separate the borrowers into those who remained impacted by the effects of 
the storm and those who did not. Working with the GSEs, a technique was devised that 
would permit the GSEs to look at different geographical areas and damage effects and to 
separate borrowers in the least effected areas from those in the more severely effected areas. 
Different forbearance policies would then be applied by lenders in different areas, and as 
time passed and recovery took hold in additional areas, forbearance would no longer be 
needed in those areas. 

That is the program that has been followed since, and at this time, there are still 
sections of the region for which forbearance remains the general policy. Many borrowers, 
however, have returned to a regular repajnnent schedule. 

Our members and other responsible lenders are committed to treating all of their 
borrowers with respect and consideration, and they have taken additional measures to make 
sure that those affected by the hurricanes have received, and continue to receive, individual 
attention and care in the handling of their mortgage issues and concerns. 

For borrowers in need of payment assistance, lenders are working with their 
hurricane-impacted homeowners to find solutions. These options include the following: 1) 
additional Forbearance, when customers are unable to make payments due to loss of income 
or an inability to live in the home; 2) Repayment Plans, for customers who have regained 
the ability to make payments and are able to repay the delinquent payments over an 
extended period of time (dependent on investor approval); and, 3) Modifications, for those 
customers who have regained the ability to make payments, but are not able to repay the 
delinquent payments within a three to twelve month timeframe (eligibility dependent upon 
loan type or investor). 

Our members are adhering to the requirements of the homeowner grant programs in 
Mississippi and Louisiana and cooperating to make those programs successful. With a large 
number of homeowners still in need of assistance in the hurricane-impacted zones, it would 
be impractical and impersonal if lenders and servicers did not review each individual 
borrower’s circumstances and needs on a case-by-case basis. If a loan is in the secondary 
market and not a lender’s portfolio, case-by-case reviews are done pursuant to investor 
guidelines and servicers provide their customers with all flexibility permitted by the investor 
requirements for the loan. 


Recommendations for the Future 
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No one is satisfied with the pace of recovery in the Gulf coast region, although parts 
of the region seem to be recovering more rapidly than other parts. Much of the focus of 
concern is on the relatively slow recovery of New Orleans, and that is understandable since 
housing, businesses and infrastructure were severely and extensively damaged, first by the 
direct effects of Katrina but also from a lengthy period of standing water because of the 
failure of the levees. New Orleans has major areas below sea level and therefore must rely 
upon a complex system of levees, floodgates, and other man-made protections. The 
multiple failures of this defense system have taken time and considerable expense to repair. 
This has slowed recovery, but the sheer magnitude of the devastation and inadequate tax 
revenues also have been significant factors. 

From our perspective, there seems to be sufficient funds appropriated by the federal 
government to make substantial progress on recovery throughout the region, including in 
New Orleans, although questions remain whether there is sufficient funding available for 
essential infrastructure restoration in New Orleans. The federal government has 
appropriated over Sill billion directly, although it is not clear how much of that has been 
spent. In addition, the federal government has passed tax incentives with an estimated value 
of $ 14 billion. Payments by the National Flood Insurance Program and private insurers 
combined have approached $58 billion. Contributions of private parties to the relief 
programs of charities assisting in the recoveiy are not fully available, but contributions to 
charities by the financial services sector alone totaled nearly $100 million. 

As those funds are spent or distributed, more progress will be visible. While we 
cannot predict how rapidly that will occur, we have worked with the state agencies that have 
the responsibility of distributing the federal funds to the homeowners, and know that they 
are interested in doing the job quickly, correctly tuid with safeguards to protect against 
potential fraud in the program. Lenders understand what they must do under the state 
programs and will implement their requirements. 

Katrina was devastating, and it was unlike any disaster we previously had 
experienced in the U.S. We believe, however, that there will be other disasters in the future 
that could rival Katrina. There will be other mega sized disasters. While they may not 
necessarily be hurricanes, they may come in the form of earthquakes, rapid rise in the levels 
of the oceans, pandemics, or other calamitous mega disasters. 

In the report which The Financial Services Roundtable will release later this spring 
we will make a series of recommendations on preparations that should be taken now to 
expedite relief and recoveiy from those disasters. In the Katrina report, referred to earlier, 
we reach a series of conclusions and make a number of recommendations. Let us highlight 
just a few: 
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—The federal government should take immediate steps to establish more formal 
means of inter-governmental coordination - separately for Louisiana and Mississippi. 

— The federal government should explain in plain English the enhanced levee system 
under construction and the protection that New Orleans citizens should expect to 
receive from this system, 

— Appropriate agencies should partner to ensure sufficient wetlands and barrier 
islands are reestablished and preserved. 

— States and localities should have evacuation plans in place and must widely 
communicate those plans as a condition for receiving federal disaster relief under the 
Stafford Act. 

—The use of trailers should be augmented by the use of a variety of temporary 
housing solutions, including mobile homes, modular homes, and housing vouchers. 

— FEMA should provide incentives under the Stafford Act to encourage adoption of 
state of the art building codes, and states should create a code enforcement system. 

— The Federal Agencies, GSEs, industry and non-profit organizations should apply 
their lessons-leamed on developing forbearance policies for future use. 

-The different methods for distributing housing reconstruction funds in Louisiana 
and Mississippi should be carefully analyzed to ensure that “best practices” of fund 
distribution will be used in the future by all recipients to maximize the benefits to the 
affected patties. 

—The Louisiana Recovery Authority should consider additional steps to stimulate the 
recovery by providing incentives to accelerate early commitments of residents to 
return. 

Thank you very much for holding this hearing and for allowing the Housing Policy 
Council to provide this testimony to the Committee. We look forward to answering any 
questions and to working with the Committee on these issues in any way that can be useful. 
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Qiairman Fi’ank, Ranking Member Bachns, and Members of the Committee - thank 
you for permitting me to submit this statement for the record. My name is James LeBlanc, 
and I am the President and CEO of Volunteeis of America Greater New Orleans. Last year 
our 600 staff and 2,000 volunteers provided assistance to over 44,000 people in a 16 parish 
area of southern Louisiana. 

Volunteers of America is a national, nonprofit, faith-based oi^anization dedicated to 
helping those in need rebuild their lives and reach their full potentiaL Through thousands of 
htiman service programs, including housing and healthcare, Volunteeis of America helps 
nearly 2 million people in over 400 commumiies. As one of the largest nonprofit providers 
of affordable housing in the country, Volunteeis of America owns and operates more than 
300 affordable housing communities in 31 states - communities that are home to more than 
20,000 people. 

New Orleans is my hometown, and I have worked tirelessly since Hurricane Katrina 
to ensure that the vibrancy and diversity of our wonderful community is restored. I am 
writing today to offer the Committee a set of constructive recommendations that Congress 
and the Administration should consider and implement to ensure that residents of New 
Orleans and the Gulf Coast can return to safe, high-quality, affordable housing as quickly as 
possible. We look forward to working in partnership with you to facilitate this effort. 

Volunteers of America’s Experienc e P rior to Hurricane Katrina 

Volunteers of America has served New Orleans and the Gulf Region since 1896. 
Pnorto Humcane Katrina we had a diverse portfolio of approximately 1,200 housing units 
in and around New Orleans. Included In this total was senior housing, family housing, 
housing for persons with disabilities, housing for former offenders, and housing for people 
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leaving homelessness. All of these properties were rendered uninhabitable by the storm, as 
were oui" offices and many of our other program sites. 

When Hurricane Katrina hit, our staff worked diligently to ensure that all of our 
housing residents were safely evacuated from their homes. Despite the confusion that 
marked the evacuation from New Orleans, we have succeeded in maintaining contact with 
almost all of these individuals and families. In almost every case, these men, women, and 
children have told us that they want to retiun to New Orleans - their home. 

The “Coming Back Horne” Initiative: Rebuilding Affordable Housing 

As soon as our staff was able to return to New Orleans, Volunteers of America 
launched our “Coming Back Home” Irtitiative, under which we have pledged to restore the 
1,200 affordable housing units we owned and operated prior to Katrina, and seek every 
opportunity to build additional units. Our goal is to continue providing housing and 
supportive services to vulnerable populations, while also offering workforce housing to 
people who need a place to live as they strive to rebuild New Orleans. 

Under this initiative, Volunteers of America was piotrd to reopen our Terrence R. 
Duvemay Residence in August, 2006. The Duvemay Residence provides 70 units of 
permanent housing for working people who were once homeless and are now in recovery. 
We are now working diligently to restore Tulane House - an 81 tinit Single Room 
Occupancy (SRO) building which sustained more significant damage. Our plan is for this 
facility to be reopened during the first week of March. 

On December 14, 2006, Volunteers of America was pleased to receive a $3.4 million 
dollar annual allocation of GO Zone tax credits. We are deeply grateful to Congress and the 
Administration for providing these tax credits and other resources. Without them, 
rebuilding affordable housing along the Gulf Coast would simply not be possible. 
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As these credits are sold over a ten year period, they will provide us with 
approximately $3 1 million. Using this equity, we plan to construct a new 200 umt senior 
housing development, just across the river from New Orleans in Jefferson Parish. Once 
completed, this development will replace a fomier senior housing residence of a similar size, 
located in the New Orleans East neighborhood. There are several reasons why, after careful 
consideration, we have chosen to rebuild in a different location. First, the new location did 
not flood during Katrina or its aftermath. And second, the New Orleans East neighborhood 
cturently lacks the medical, transportation, and commercial resources that seniors need to 
thrive. 

Co ngress Has A Continuing Role To Play In Gulf Coast Recovery 

Volunteers of America believes that Congress has a continuing leadership role to 
play in Gulf Coast recovery. We look forward to working with the Committee, under the 
continuing leadership of Chairman Frank, Ranking Member Bachus, and Subcommittee on 
Housing and Community Opportunity Qiarrwoman Waters and Ranking Member Biggert, 
to develop the ongoing response. Today, we offer four recommendations that Congress 
could implement swiftly. 

1. Congress Should Enact An Affordable Housuig Fund As Part Of GSE 

Reform Legislation, And Target The First Two Years Of Proceeds To Gulf 
Coast Recovery. 

We commend the Financial Services Committee for its outstanding work last year in 
drafting and passing bipartisan GSE reform legislation, which included an affordable 
housing fund. Unfortunately'this bill was not enacted before Congress adjourned in 
December. We hope that the Committee will pass similar legislation in the 1 10th Congress, 
to include the affordable housing fund. 


3 


438 


As part of the legislation, we are requestii^ that youtatget the first two years of the 
fund’s proceeds to affordable housing production along the GvJf Qaast. Those of us who 
are developing housing in this area know that even after the large allocation of GO Zone tax 
credits, there is more affordable housing development work that must be done, and 
providing approximately $1 billion ($500 million per year over two years) new dollars would 
result in roughly 10,000 new housing units for individuals and families seeking to return 
home - many of which could be units of permanent supportive housing to assist our most 
vulnerable citizens. 

2. Congress Should Pemianendy Autliorize HUD To Allow Rental Subsidies 
To Be Transferred From An Obsolete Project To One That Is Viable. 

In “SeCTion 318” of the FY 2005 Transportation, Treasury, HUD appropriations bill. 
Congress authorized HUD to permit “the transfer of project- based assistance, debt and 
statutorily required low- income and very low- income use restrictions, associated with one 
multrfamily housing project to another multifamily housing projea.” To ensure that a 
proposed transfer will benefit low Income residents, project sponsors must meet a list of 
conditions, including but not limited to the following; sponsors must offer the same number 
of housing units in a new' facility, demonstrate to HUD that the original property is either 
physically obsolete or economically non- viable, consult with tenants and convince HUD that 
the transfer is in the best interest of tenants, and receive a certification of approval from 
local government. 

Volunteers of /unerica is using this authority to transfer project-based assistance 
from our physically and functionally obsolete senior housing facility in New Orieans East to 
otu' new senior housing development to be built with Low Income Housing Tax Credits. 
Without the ability to transfer our rental subsidies, provided under this legislative provision. 
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we would face a significant challenge in keeping the new units affordable to low income 
seniors. 

Unfortunately, the authority provided by the appropriations bill expires on 
September 30, 2007 - at the end of the curtent fiscal year. We ask the Committee to 
permanently write this authority into law. Doing so will facilitate additional Gulf Coast 
housing redevelopment efforts, ease housing redevelopment in other locations after future 
disasters, and provide increased opportunity for tenants in subsidized housing to live in 
redeveloped units that they can afford. 

3. Congress Should Extend The GO Zone Tax Credit “Placed In Service” 
Date To December 31, 2010. 

Volunteets of America is deeply grateful to Congress for providing additional Low 
Income Housing Tax Q'edits for the GO Zone. As discussed throughout this statement, we 
are currendy using these credits to build affordable senior housing in New Orleans. 
However, when the credits were allocated. Congress included a provision requiring projects 
built with the credits to be “placed in service” by December 31, 2008. Elaving a project 
“placed in service” means that it must be completed and available for residents to move in. 

If a project does not meet this deadline, awarded tax credits are recaptured, w'hich in the case 
of our Forest Towers II project would leave us with a $31 million liability. 

In rebuilding the Gulf Coast, our goal is to produce safe, high-quality, affordable 
housing as quickly as possible. We know and understand that New Orleans residents want 
to return as soon as their homes are rebuilt. However, our recent tax credit award was made 
on December 14, 2006 - giving us just over two years to complete the project. 

Under normal circumstances it is likely that we would complete the project within 
this time frame. However, at this point, redevelopment efforts in New Orleans and around 
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the Gulf Coast are anything but normal. Due to decreased staff and financial resources at 
the local government level, and increased demand being placed on those resources, we are 
facing delays in obtaining necessary permits and approvals. In addition, labor can be 
difficult to obtain, materials are more cosdy than before and remain in short supply, and 
insurance costs have increased between 300 and 400 percent. 

Volunteers of America is not the only organization facing these challenges. On 
January 31, Milton Bailey - the President of the Louisiana Housing Finance Agency- 
estimated that 65 percent (11,500 units) of the 17,000 affordable housing units under 
development with Louisiana’s allocation of GO Zone tax credits would not be placed in 
service b 3 ^the December 31, 2008 deadline. 

We can and will overcome these obstacles, but it will take additional time. To ensure 
that Volunteers of America and other affordable housing developers are able to complete tax 
credit projects without having their credits recaptured, we ask Congress to extend the GO 
Zone tax credit “placed in service” date to December31, 2010. 

While our senior housing project is scheduled to be completed well before the end of 
2010, it is foreseeable that a certain amount of tax credits that have been atvarded to 
developers will be recaptured by the Louisiana Housing Finance I'^ency because those 
developers will be unable to use them. Extending the “placed in service” date to 2010 will 
help ensure that these recaptured tax credits are used for their intended purpose - affordable 
housmg development in the GO Zone. 

We recognize that extendir^ the “placed in service” date must be accomplished 
through the tax writing committees - House Ways and Means and Senate Finance. 

Llowever, we call this issue to your attention today because of its importance, and we ask 
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that your suppon for this action be communicated to Ways and Means Chairman Rangel 
and Ranking Member McCrery. 

4. Congress Should Provide Oveisight and Review Legislative Options To 
Ensure That Housing Developed Can Obtain Reasonably Priced 
Insurance 

Of the 11,500 units of housing in Louisiana that are at risk of missing the “placed in 
service” date, the Louisiana Housing Finance Agency estimates that 2,800-3,000 units will 
miss the deadline due to the h^h post-Katrina cost of commercial insurance. Coverage is 
now three or four times more costly than it was prior to the hurricane. 

This Increase in property insurance rates s^nificantly reduces the ability of 
Volunteers of America and others to incur the private debt necessary to help fund affordable 
housing development. As a result, we may face shortfalls of up to $20,000 per housing unit. 
In addition, even when units can be developed, the high cost of insurance will result in 
project operating costs that exceed the rents which can be charged. This is likely to make 
management of many of the units developed with GO Zone tax credits unsustainable. 

We are pleased that the Subcommittee on Oversight and Investigations will be 
holding a February 28 hearing on Hurricane Katrina insurance issues, focusing on the post- 
storm claims praaices of insurance companies. We request that the Subcommittee also take 
the time to review commercial insurance issues. Without overly subsidizing the insurance 
industry, w'e must find a way for housing developers to purchase insurance at a reasonable 
cost. 

Thank you again for the opportunity to submit this statement. We at Volunteers of 
America look forward to working with the Committee to hasten the attainment of our 
mutual goal - a rebuilt Gulf Coast that can provide affordable housing for ah 


7 



03 nta_ct_lMQniiatio.m 


Vo l unteers of America Greater New O r leans 

Mr. James LeBlanc 
President and CEO 

Volunteers of America Greater New Orleans 
4152 Canal Street 
New Orleans, LA. 70119 
(504) 482-2130 


Volunteers of America National Office 
Ms. Cherae Bishop 

Vice-President, Legislative Affairs and Public Policy 
1660 Duke Street 
Alexandria, VA. 22314 
(703) 341-5000 





443 


Statement of 

The National Association of Home Builders 

To 

The House Financial Services Committee 


Federal Housing Response to Hurricane Katrina 
February 6, 2007 



444 


Introduction 

The National Association of Home Builders (NAHB) and its 235,000 members 
appreciate the opportunity to comment on the federal housing response to Hurricane 
Katrina. Members of the home building community, like so many others, felt the impact 
of Katrina on a very personal level. More than 9,000 NAHB builder jnembers were 
displaced, lost their homes or were otherwise affected by the tragedy. They have worked 
hard to recover, and most are back in the business of providing housing. However, as 
members of the Committee can imagine, builders, along with homeowners, businesses, 
local and state officials, are feeling a high level of frustration. Recovery and 
reconstruction has been slow, and it will continue to be a difficult process due to the 
enormous devastation that occurred and the multitude of problems still to be resolved. 

NAHB members working in the Gulf Coast areas have provided feedback to the 
leadership of our organization, and we believe that their experiences can help members of 
Congress consider what kinds of improvements to current processes and practices would 
be useful. 

Congressional and Federal Agency Actions Taken 

NAHB appreciates the quick action taken by Congress and federal government 
agencies that administer housing programs to provide resources, funding, program 
waivers and guidance. Of particular importance to NAHB members were the following; 

• U.S. Department of Housing and Urban Development (HUD) program waivers 
for the HOME and CDBG programs; waivers and guidance related to the Section 
8 voucher and project-based programs, public housing, and FHA-insured 
properties (both single and multifamily). 

• Resources allocated through the Internal Revenue Code; Internal Revenue Service 
(IRS) Guidance and Program Waivers, including: 

o Increases in the amount of Section 42 Low Income Housing Tax Credits 
(LIHTC) in the GO Zone. 

o Creation of additional tax-exempt bond authority to help rebuild 
devastated infrastructure in the GO Zone. 

o Waivers for the provision of temporary housing for persons displaced by 
Hurricane Katrina. 

o Guidance providing relief from filing and payment requirements for 
issuers of tax-exempt bonds. 

• U.S. Department of Agriculture (USDA) waivers and guidance related to the 
Section 502 single family program and the Section 515 and 538 multifamily 
programs. 

• Congress appropriated $ 1 1 0 billion over the course of several months for disaster 
relief and recovery. 
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Suggested Improvements 

The actions taken by the Congress and the Administration are greatly appreciated. 
However, adjustments and refinements in several of these efforts would greatly enhance 
the ability of builders and others on the ground in Katrina-impacted communities to 
effectively utilize program resources. NAHB offers the following suggestions. 

Rental assistance 

NAHB believes that a more efficient process for providing rental assistance to 
HUD-assisted families and individuals needs to be developed. Displaced persons were 
provided assistance first through the Katrina Disaster Housing Assistance Program (KD 
HAP) and subsequently through to the Disaster Voucher Program (DVP). Both programs 
are funded by the Federal Emergency Management Agency (FEMA). However, this 
assistance is temporary and, eventually, these families will return to the regular voucher 
program that is under HUD's jurisdiction. While KD HAP and DVP do not require a 
tenant contribution to rent, the process of tracking and registering multiple times as 
funding shifts from program to program and agency to agency is costly and confusing to 
both tenants and property owners. It would be more efficient and cost-effective to 
develop a consistent mechanism through the use of a modified Section 8 voucher 
program throughout. 

Reconstruction of Assisted Housing 

HUD should be at the forefront of reconstruction efforts related to assisted 
multifamily rental housing in the Gulf Coast. In preparing responses to possible future 
disasters, one critical issue that must be resolved is that HUD currently requires public 
housing authority (PHA) contracts with developers of HOPE VI projects to contain a 
provision that requires an owner to turn over any insurance proceeds to the PHA. HOPE 
VI projects are financed with a variety of sources, including LIHTCs. If a project that 
has not been placed in service is severely damaged or destroyed, the investor does not 
receive the benefit of any tax credits. Investors will demand a return of their equity 
contributions. Under ordinary circumstances, the developer would pay back the investor 
with the insurance proceeds. 

However, a HOPE VI developer must find another source of cash to repay the 
investor (which is very costly) or face being sued by the investor. Worst case, the owner 
could be forced to default on the entire project. None of these options are in the best 
interest of the tenants, the PHA or the developer. The current HUD policy on disposition 
of insurance proceeds presents a major disincentive to private sector participation in the 
HOPE VI program that will result in a severe setback to efforts to provide decent 
affordable housing in areas at risk from natural disasters. The HOPE VI contracts should 
contain a provision that provides, in the event of a disaster, insurance proceeds should 
first go to pay off legitimate financial obligations of the property, rather than be turned 
over to the PHA. The developer can then move forward to obtain the necessary financing 
to rebuild. 
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Low Income Housing Tax Credits 

As noted earlier, the Congress allocated a significant amount of additional 
LIHTCs to the Gulf Coast to aid in the recovery and provide for the reconstruction of 
affordable housing. These resources are critical to the successful recovery of the 
impacted areas. However, the utility of the LIHTC program in reconstructing affordable 
rental housing has been hampered by limitations enacted as part of the Gulf Opportunity 
Zone Act of 2005 (GO Zone Act). Specifically, the placed-in-service requirements for 
LIHTC properties financed through Katrina credits could likely result in many of the tax 
credits going unused because properties cannot be completed in within the time limits set 
by law. 


Section 42 of the Internal Revenue Code (the Code), which governs the LIHTC 
program, states that properties that receive credits will be deemed to have met the 
requirements of the Code if the building is placed in service ‘‘not later than the close of 
the second calendar year following the calendar year in which the allocation is made. " 
Section 42 also allows properties developed within Difficult to Develop Areas (DDAs) or 
Qualified Census Tracts (QCTs) to receive a 30 percent boost in tax credit basis. DDA 
and QCT designations are made for those areas with high construction, land and utility 
costs relative to their area median incomes. A property developed in a DDA or QCT is 
subject to the same two-year placed-in-service requirements as other LIHTC properties. 

Code section 1400N(c), established by the GO Zone Act, treats areas within the 
GO Zone as DDAs for purposes of LIHTC properties placed-in-service in 2006, 2007, or 
2008, making them eligible for the 30 percent tax credit basis boost. The GO Zone Act 
does not, however, allow for a two-year placed-in-service requirement for these 
properties. 

In practice, the construction of multifamily housing - whether conventional or 
affordable - takes time. This is compounded in the GO Zone where many local 
jurisdictions are experiencing material and labor shortages as well as delays in building 
permit processing, among other issues. In short, requiring a property that received 
Katrina Credits in 2007 or 2008 to be placed in service before the end of 2008 creates an 
extremely difficult deadline. Properties in the GO Zone should be treated equally to 
those not in the GO Zone and granted the same two-year placed-in-service requirements. 

NAHB also believes that additional program changes could help states better 
utilize the LIHTC supplementary authority. In particular, program exceptions are needed 
to facilitate the rebuilding of units serving extremely low-income households. NAHB 
recommends the establishment of an exception in the statute for the LIHTC program that 
would allow HFAs to allocate higher per-project tax credit percentages (up to 12 percent) 
to support the production of affordable rental housing units in federally declared disaster 
areas. 
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This additional infusion of equity investment would allow the new properties to 
have a significant portion (up to 25 percent) of the apartments set aside for extremely 
low-income (less than 30 percent of area median income) households hy covering 
shortfalls in development costs and operating expenses that otherwise would make the 
projects infeasible. The idea is to have one-stop shopping for this upfront gap funding to 
streamline and speed the financing and rebuilding process, while allowing states to set 
and address their housing priorities in disaster situations. 

Small Business Administration Loan Programs 

The Small Business Administration (SBA) operates two programs that could be 
important to hurricane or other disaster victims. The first is disaster assistance, which 
consists of physical damage loans and economic injury disaster loans. The other program 
is the suite of SB A-guaranteed and direct loans, which could be especially valuable to a 
business after a disaster. 

The Gulf disasters put the SBA in the unenviable position of trying to be both a 
hank and a disaster relief agency, and its mandate of fiscal responsibility interfered with 
its mandate of disaster relief and economic recovery. Since SBA was lending the 
taxpayers’ money, the agency had to take measures to make sure the money would he 
repaid. SBA wanted to see business records showing creditworthiness, such as financial 
statements and tax records. However, those records were often inaccessible, lost or 
destroyed. To further complicate matters, the customers and suppliers of the destroyed 
businesses, who could provide verification of accounts payable or credit references, also 
often suffered destmction of records. 

The other major problem affecting the SBA programs was delay. The agency 
labored hard to reduce delay and paperwork requirements. SBA established a program 
with the Internal Revenue Service (IRS) to get tax records almost instantly, and it hired 
over 4,000 additional field office workers. Paperwork requirements like title searches 
and balance sheets were reduced for small loans, and other expedited programs were 
initiated or expanded. Nonetheless, SBA was still very slow in writing checks or issuing 
guarantees. 

It appears that SBA’s biggest roadblock was its attempt to apply banking criteria 
in the crisis environment that existed in the Gulf region. The nature of this and other 
disasters is likely to impair people’s ability to satisfy traditional credit review criteria. As 
long as the agency’s focus remains on likelihood of repayment, relatively few loans will 
be made. As a result, SBA will have relatively little impact on assisting in local 
economic recovery in the likelihood of major disasters. 

To function effectively in a post-disaster scenario, the Small Business 
Administration must adopt policies and procedures that facilitate delivery of the agency’s 
direct and guaranteed loans quickly and efficiently. SBA should have the flexibility to 
work independently and with its network of approved lenders to bring its services to an 
area impacted by disaster and to small business owners affected by a disaster who have 
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temporarily or permanently relocated from the disaster area. In addition, the SBA should 
provide much-needed capital for small businesses that produce goods and provide 
services to aid those directly affected by a disaster. Toward this end, Congress should 
explicitly charge the SBA with the responsibility of being at the forefront in restoring 
economic viability to small businesses that are affected by disasters. 

Other Recommendations 

Program Waivers 

It is clear, more than 18 months after the hurricanes struck the Gulf Coast, that 
reconstruction will take many years. In light of the small amount of federal funding that 
has actually been dispersed to localities and individuals, NAHB believes that Congress 
should direct HUD to extend its program waivers for several more years. 

While NAHB appreciates the speed with which the IRS, HUD and USDA issued 
program waivers, not all of the agencies provided the same waiver for specific 
requirements. For example, the IRS waived income limits for the LIHTC program, but 
HUD did not do the same for the HOME program. Many LIHTC projects also contain 
HOME units. In the immediate aftermath of a disaster, it is essential to simplify the 
process of obtaining and providing relief as much as possible. 

New FEMA Authorities and Responsibilities 

The Post-Katrina Emergency Management Reform Act of 2006 (H.R. 5441) 
passed by the 109’'’ Congress contains several important changes to FEMA’s authorities 
and responsibilities related to emergencies and disasters. FEMA, along with HUD and 
other federal agencies, must develop and maintain a National Disaster Strategy and a 
Housing Disaster Strategy. These strategies, in part, will identify the most efficient and 
cost-effective programs to best meet the recovery and housing needs, respectively, of 
states, localities, businesses and individuals. They will also clearly define the roles and 
responsibilities of each of the federal agencies during large scale disasters. NAHB 
strongly urges Congress to ensure that each federal agency concentrate on its own 
strength, for example, HUD should take on the greatest responsibility for housing-related 
activities. 

FEMA is authorized to establish an Individuals and Households Pilot program, 
which should make better use of existing rental housing, located in disaster areas, to 
provide more timely and cost-effective temporary housing to eligible persons. FEMA 
may enter into lease arrangements with owners of multi family rental housing in such 
areas and make improvements to these properties. NAHB urges FEMA to work with the 
housing industry as it drafts this pilot program. Property owners can provide valuable 
input as the development of such a pilot proceeds. NAHB also urges FEMA to include in 
the pilot a plan for transitioning persons in such temporary housing to permanent 
housing. 
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FEMA has also been authorized to undertake permanent housing activities. 

Again, NAHB urges FEMA to consult with the housing industry as it considers options to 
provide permanent housing. NAHB members work extensively with HUD, state housing 
finance agencies and localities in providing affordable rental housing and thus have a 
significant knowledge base on what types of programs work best. An option for FEMA 
to consider is to delegate this responsibility to HUD and USDA. 

Conclusion 

Thank you for the opportunity to submit the views of the National Association of 
Home Builders on these important issues. We look forward to continuing to work with 
members of the committee to ensure that the federal government is doing everything 
possible to respond to the needs of the communities impacted by Hurricane Katrina. 

While this statement focuses on the federal housing agency response to this 
unprecedented natural disaster, NAHB also looks forward to working with the committee 
as it considers other key matters related to the recovery of the impacted region. We stand 
ready to work with Congress and the federal government in delivering safe, decent, 
affordable housing in the Gulf Coast. 
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HOUSE OF REPRESENTATIVES 
WASHINGTON. D. C. 20515 


Al Green 
COSGSTESSIOMAI. Dl 


DecOTiber 7, 2006 


David R. Paulison, Director 
Federal Emergency Management Agency 
500 C Street, SW 
Washington, DC 20472 

Dear Mr. Paulison: 

We write to express our disappointment with your decision to appeal the November 29, 2006 court 
ruling ordering FEMA to restore short-term housing assistance to Hurricane Katrina and Rita evacuees 
who sought, but were ultimately denied, continued assistance and to provide more information about 
the denials of evacuees’ eligibility for housing assistance. Your appeal will needlessly add more delay 
and uncertainty for thousands of families struggling to rebuild their lives 15 months after the storms as 
well as result in more costs for cities that continue to provide housing services to evacuees unable to 
return home. 

FEMA’s policies, coupled with data entry errors and insufficient support staff, unfairly resulted in the 
denial of housing assistance to certain Katrina and Rita survivors as Aey sought to transition from the 
short-term Section 403 program to the long-term Section 408 program. As stated in Judge Richard 
Leon’s ruling, applicants sometimes received unclear or contradictory notice and advice from FEMA, 
who systematically failed to explain why benefits had been denied and what documentation was 
needed to correct or complete an application for continued housing assistance. The reasons for 
termination remain vague and consequently, the process has confused many evacuees often convincing 
them to obtain documents that may not even be needed or providing them entirely different reasons for 
denials at various times. 

FEMA must live up to its responsibilities and help femilies get on the road home to recovery. 
Therefore, we urge you to comply with Judge Leon’s order in ACORN v. FEMA by retroactively 
restoring Section 403 housing assistance to approximately 11,000 families, mostly in Texas and 
Louisiana, who were found ineligible for Section 408 housing assistance and by providing clear and 
consistent reasons for any denials to allow affected individuals to appeal the agency’s decision. 
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Member of Congress 



EARL BLUMENAUER 


Member of Congress 



EDOLPHUS TOWNS 
Member of Congress 


BRAD MILLER 
Member of Congress 

ErP 

Member of Congress 






Member of Congress 
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HOUSE OF REPRESENTATIVES 
WASHINGTON, D. C. aosiS 


Al Green 

CONCRESSIOHAI. DISTRICT 
Houston, Texas 

January 12, 2007 


Honorable David Paulisou 
Director 

Federal Emergency Management Agency 
U.S. Department of Homeland Security 
500 C Street, SW, Room 820 
Washington, DC 20472 

Dear Director Paulison: 

I am writing to strongly urge FEMA to extend the 1 8-montIi deadline for FEMA’s transitional 
housing programs scheduled to expire on February 28, 2007. When these programs end, 128,000 
families housed across the country through FEMA-funded trailers, mobile homes and Section 
408 rental assistance could be displaced a second time. 

An estimated 33,000 families currently receive Section 408 rental assistance; the vast majority of 
these families reside in Houston. Approximately 95,000 households in Louisiana, Mississippi 
and Alabama currently live in FEMA trailers and mobile homes. Without an extension to these 
programs, many families who survived Hurricanes Katrina and Rita are likely to face the very 
teal risks of homelessness and extreme poverty, dismantling progress they gained after the 
hurricanes. 

Housing assistance is critical for the many low-income evacuees in Houston who lack the 
resources needed to avoid hardship. The average income of surviving families now in subsidized 
Houston apartments was less than $20,000 in Louisiana. While more than 60 percent of iamilies 
were employed before Katrina, less than 20 percent are currently employed. Families continite 
to face numerous challenges while rebuilding their lives, including finding health care, child 
caic, and employment in their new communities. 

Housing continues to be one of the most important needs throughout the Gulf Coast, and this 
tremendous need disproportionately hurts lower-income households. Of the units destroyed or 
damaged by the hurricanes, 71 percent were affordable to low-income families, 30 percent were 
affordable to very low-income families, and 47 peixient were rental imits. The shortage of rental 
housing places our poorest and most vulnerable households at greatest risk of long-term 
displacement from their home communities, further exhausting the resources of cities like 
Houston. 
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At a time when displaced families need assurance and stability to continue their recovery, I urge 
you to seriously consider our request for an extension of the 18-month deadline for FEMA- 
funded trailers, mobile homes and Section 408 rental assistance. 

In the event that FEMA decides to extend the 18-month deadline, I request that you notify my 
office of that change in writing. If you have any questions, please contact my Washington, DC, 
office. 


Sincerely, 
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On Sept.15, 2005, President Bosh stood in Jackson Square and promised 



I3iit 18 nicMitlis later in Louisiana 


to be treated like otlmt sl.itos 


Hurncanes Katrma & Rita ( 05) 


li an unprecedented response to an unprecedented crisis i 


I H.,- ■ 


Treat us fairly. 
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WHERE IS THE MONEY? 

Wall Street Journal, 1/30/2007 - by Christopher Cooper ~ Congress OK’d billions in wake of Katrina, 
but only half has been spent — BAY ST. LOUIS - hi August, 2005, Hurricane Katrina flattened two 
bridges, one for cars, one for trains, that span the two miles of water separating this city of 8,000 from the 
town of Pass Christian. Sixteen months later, the automobile bridge remains little more than pilings. The 
railroad bridge is busy with trains. The difference: The still-wrecked bridge is owned by the U.S. 
government. The other is owned by railroad giant CSX Corp. of Jacksonville, Fla. Within weeks of 
Katrina’s landfall, CSX dispatched construction crews to fix the freight line; six months later, the bridge 
reopened. Even a partial reopening of the road bridge, part of U.S. 90, is at least five months away. "It 
shows the difference between the private sector and the public sector," says Harold "Buz" Olsen, chief 
administrative officer of Bay St. Louis, who displays a photograph of the train bridge in the City Council 
chambers as a reminder. "By the time CSX was done with their bridge, we were just getting around to 
letting the contract on ours." It’s been almost 17 months since Hurricane Katrina pounded coastal 
Mississippi and southeast Louisiana, and about a year since Congress authorized the bulk of its rebuilding 
aid for the region. More than four months have passed since President Bush visited New Orleans on the 
anniversary of the storm and extolled the "amazing" reconstruction effort. But a review of the devastated 
region shows that rebuilding is in a deep stall. Tens of thousands of residents remain displaced as 
authorities dither over how to disburse housing assistance. Many crucial infrastructure projects have yet to 
start. Of the tens of billions appropriated by Congress, half remains unspent. There are many culprits. 
Among them: the size of the disaster, which continues to overwhelm agencies charged with rebuilding; the 
crush of competing bureaucracies, which has delayed many projects including the Bay St. Louis bridge; 
and weak local leadership. 

Fertile ground for rules — In addition, many reconstruction efforts are ensnarled in spools of red tape 
spawned by a bevy of old and new government procedures. A prime example: an obscure set of 30-year-old 
congressional rules designed to combat corruption known as the Stafford Act. According to the White 
House, the federal government has provided $1 10 billion for the Gulf Coast region. But nowhere near that 
amount of actual cash has been made available. The total is spread over five states and covers damage done 
by three separate storms. Some of it consists of loans. A chunk comes from government insurance payouts 
that ultimately derived from premiums paid by homeowners themselves. Of $42 billion given to the 
Federal Emergency Management Agency, the agency has spent only $25 billion, federal records show. 

Most of that went to temporary housing, debris removal and emergency operations in the early days of the 
disaster. It has spent more than $4 billion on administrative costs. Louisiana says the Army Corps of 
Engineers has spent only about $ 1 .3 billion of the $5.8 billion it received to repair the levees in and around 
New Orleans. Only about $1.7 billion of the $17 billion received by the Department of Housing and Urban 
Development has made its way to the streets, the agency says. In New Orleans, officials say they have 
received only about 14 percent of the estimated $900 million in reconstruction money they estimate is 
needed to fix the ruined city. "We have lots of meetings," says Cynthia Sylvain-Lear, the city's liaison with 
FEMA. The state and federal anti-corruption regulations offer a glimpse as to why reconstruction efforts 
are going so slowly. 

Local money is tight — Under the Stafford Act, rebuilding funds must be accompanied by a 10 percent 
match from local governments, on the theory that localities won’t misspend if their money is also on the 
line. Similarly, FEMA will cover only 75 percent of a project's cost until the job is complete. The 
requirement has delayed projects while cash-strapped towns in two of the U.S.'s poorest states try to rustle 
up financing. Meanwhile, both Louisiana and Mississippi have been so keen to bimiish their images that 
they created their own set of lumbering regulatory bureaus and anti-fraud audit shops. The Stafford Act has 
been waived in the past - it didn't apply to Manhattan in September 200 1 or South Florida following 
Hurricane Andrew in 1992 - but it remains in place along the Gulf President Bush dropped the act for a 
time for certain projects, such as emergency repairs and debris removal, only to reinstate it later. The 
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region’s reputation for corruption is one reason why. Influence peddling on the coast has a long history, 
from 1930s Louisiana Gov. Huey Long to Edwin Edwards, a three-term governor currently serving a 10- 
year prison sentence. Recently, Mississippi was named the most corrupt state in the nation by Corporate 
Crime Reporter, a Washington, D.C., publication. "The question is not whether Congress should provide 
for those in need, but whether state and local officials who have been derelict in their duty should be trusted 
with that money," Rep. Tom Tancredo, a Colorado Republican, wrote in a 2005 letter to then-House 
Speaker Dennis Hastert. "Their record during Hurricane Katrina and the long history of public corruption in 
Louisiana convinces me that that they should not" 

Hospitals, schools wait -- The result of this vigorous policing: In Louisiana, projects to rebuild a hospital 
along the western coast, a school-board building in suburban New Orleans and a prison south of the city 
remain suspended, the state says, as locals hunt for matching cash. Meanwhile, a $7.5 billion pot intended 
for washed-out homeowners sits virtually untouched as applicants are forced to run a gauntlet of 
requirements, this time imposed by Louisiana. To prevent false claims, applicants must attend two personal 
meetings with state bureaucrats, provide fingerprint verification and mug shots, as well as supporting 
documentation, including letters from insurance companies and banks. To date, Road Home, as the 
program is called, has drawn nearly 100,000 applicants. As of this week, it had disbursed only 258 grants 
for a total of $14.4 million. Mississippi, which operates a similar but far less restrictive grant program, has 
distributed $665 million to 1 1,827 homeowners. In January 2006, Alan Rubin, a retired businessman, 
applied to Road Home on behalf of his elderly parents, whose $200,000 house in New Orleans's 
fashionable Lakeview neighborhood took on 12 feet of water. They didn’t have flood insurance. After 
completing a 40-question questionnaire, Rubin had a four-hour interview with a screener in September, he 
recalls. Ten weeks later, a state-contracted appraiser visited the property. Eleven months after the initial 
application, the state came back with a compensation figure: $550. Rubin complained to his local 
newspaper, the Times-Picayune, which chronicled his experience in late December. The day the story was 
published, Rubin received a call from an employee with ICF International Inc., the Arlington, Va., 
company that manages Road Home under a $750 million contract. He says the employee blamed a 
computer error - his parents were in fact entitled to $150,000. Carol Hector-Harris, a spokeswoman for 
ICF, declines to discuss Rubin's case other than to say the family "is very satisfied at this point." Rubin 
qualifies that: He's still waiting for the check. "I'm told that it's somewhere in the process." Andy Kopplin, 
executive director of the Louisiana Recovery Authority, which promulgated rules governing the Road 
Home grants and other federal money pots, defends his state's antifraud procedures, "The subtext in 
Washington was, 'We couldn't trust folks in Louisiana to spend the rebuilding money wisely, Kopplin 
says. "One man's red tape is another man's accountability." 

The search for common sense — At the federal level, Bush administration officials defend their rules. 

"Some people see the Stafford Act as overly cumbersome, but the provisions of the act are there for a 
reason, and that reason is to ensure that taxpayer money is spent properly," says Taylor Beery, director of 
policy for Donald Powell, the administration’s rebuilding czar, in a written statement. Running against the 
tide is Louisiana Sen. Mary Landrieu, a Democrat, who has promised to try rejiggering Stafford Act rules 
to make them more flexible. She’s now chairman of a Senate committee overseeing reconstruction. "I'm not 
saying we don't need oversight - I'm saying we need common-sense oversight," Landrieu says. There have 
been many complaints about misspending in Katrina’s aftermath, but most finger the federal government, 
not state and local agencies. In October, Louisiana sued FEMA, contending that the federal agency had 
tried dunning Baton Rouge for $61 million in improper or undocumented expenses. Last month, the 
Government Accountability Office said FEMA had misspent nearly $1 billion in recovery money since 
Katrina struck. Local examples of fraud have been on a much smaller scale. Aaron Walker, a FEMA 
spokesman, declines to comment on the lawsuit, but says in general, "we acknowledge there are business 
practices we can improve on." Walker also says the agency disputes the GAO's accoimting. It is in the 
small towns along the Mississippi Gulf Coast where the constipated spending system is most apparent. Bay 
St, Louis, a town once dotted with ancient oaks and antebellum homes, remains a museum of disaster. The 
city lost virtually its entire underground sewer system and much of its gas grid. It needs $ 1 00,000 in street 
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signs and nearly $4 million in secondary road repairs. Anti-&aud rules have slowed tasks as basic as ditch 
digging. Hurricane Katrina silted in most of Bay St. Louis's ditches, which once drained the town's streets. 
They were later filled with debris by cleanup crews. In late 2005, the city hired an engineering firm to 
survey the ditch network and work up a cost estimate in the form of a "project worksheet," a FEMA 
requirement. The estimated cost to clean and regrade the ditches: $3.2 million. Bay St. Louis scrounged 
$320,000 as part of its obligations under the Stafford Act. After three months, FEMA blessed the project. 
But before work could start, the city had to send the engineering report to the Mississippi Emergency 
Management Agency, which reviewed the job. State approval took a month. It took three more months to 
solicit bids and award the contract. Work started in mid-August 2006. 

Wait! Wait! — After the first crew started, the state began a full audit of the project. "They call it testing," 
says Les Fillingame, recovery director for Bay St. Louis. The oversight called for scrutinizing each 
individual invoice associated with the work. In the case of the ditch mucking, that included hundreds of 
bills known as "load tickets," paperwork that tallied each truck load of debris. Each load ticket passed 
through four levels of state bureaucracy before being approved for payment. Sitting in his office, 
Fillingame pulled down a ditch-mucking file, four inches thick, from his bookshelf, and let it land on his 
desk with a thump. "That's every load ticket," he says. Interspersed with the paperwork scrutiny were 
surprise inspections. Fillingame says the state and FEMA dropped in on ditch crews to ensure there was no 
featherbedding. 

Relatively little shoveling — Start to finish, it took just over a year to complete a job that involved only 
about a month of actual shovel work. It's a process that will be repeated at least 56 more times; Bay St. 
Louis has that many projects on the drawing board, most of them more complex than ditch clearing. 
Michael Womack, executive director of the Mississippi Emergency Management Agency, says the process 
is necessary, "The governor - he knows what the perception is outside the state of Mississippi," Womack 
says. "It’s a perception that there's a huge amount of corruption in local government." Womack estimates 
that the state's freshly minted anti-fraud regime could soak up $100 million in reconstruction aid. "There 
are lots of contractors that are trying to rip the government off. Are we preventing $100 million in fraud? 
Unfortunately, I think that's the case." Adding to the burdens of dealing with anti-fraud regulations, Bay 
St. Louis also must deal with an army of sometimes impenetrable federal agencies. The $50 million 
reconstruction of Beach Drive, the city's long-admired main drag, has yet to start, even though it has the 
attention of the state highway department, the state attorney general's office, the federal highway 
commission, FEMA and the Army Corps. The street can't be rebuilt until an associated seawall and the 
adjacent pier are reconstructed. FEMA calculates the pier alone will cost exactly $1,370,256.22. To the 
surprise of locals, the Corps didn't request a congressional appropriation until November, more than a year 
after the storm. Spokesman Patrick Robbins says the project was submitted to Congress as part of a 
package of other jobs, following agency policy. "So here we are: The whole rebuilding of downtown Bay 
St, Louis is contingent on this seawall, and wc don't even know if it'll be funded," says Fillingame. As for 
the nearby unfinished auto bridge, rebuilding was slowed by labor shortages, the need for public hearings 
and some local squabbles. As he piloted his mud-spattered truck down what remains of Beach Road, Bay 
St. Louis Mayor Eddie Favre pointed out local landmarks. There's the once-gracious home of local 
Congressm^ Gene Taylor, now a slab of buckled concrete. Bouncing over the rutted berm, recently 
graveled by the state, more than a year after the storm, Favre passed his own homesile, also little more than 
slab. He now lives in a trailer near City Hall. In the aftermath of Katrina, Favre promised constituents that 
until the city was rebuilt, he would forgo long pants and instead wear shorts, just as he had the day Katrina 
hit. Now on his fifth pair, and facing his second chilly winter, the mayor concedes he may have spoken 
rashly. "At this rate, it looks like I'll be buried in my shorts," 
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By Eugene Robinson 
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NEW ORLEANS — It's beyond frustrating to hear 
well-meaning bureaucrats cite all the reasons that so 
little has been done to rebuild this ruined city and the 
rest of the Gulf Coast — why, for example, out of more 
than 100,000 Louisiana households that have applied 
to the state government for their share of $7 billion in 
federal reconstruction funds,/ewer than 400 have 
received their money. 

That's no misprint, and I'm being generous. As of last 
week, when I attended a Senate Homeland Security Committee heai'ing at the Louisiana Supreme Court 
building in the historic French Quarter, the actual number of homeowners who had gotten reconstruction 
money from this program, called Road Home, was 331. My hopeful assumption is that a few more 
checks have trickled out since then. 

The three senators who flew down to conduct the hearing — committee Chairman Joseph Lieberman (I- 
Conn,), home-state champion Mary Landrieu (D-La.) and presidential hopeful Barack Obama (D-I!l.) - 
were remarkably focused and patient, given the circumstances. I got so exasperated that I had to let my 
mind wander, and it settled on Brownian motion. 

That'.s not a reference to Michael Brown, the ridiculous former director of the Federal Emergency 
Management Agency. Brownian motion is a natural phenomenon that bewildered 1 9th-century 
physicists. Looking through their microscopes, they could see that a tiny particle suspended in a fluid - 
a mote of dust, say - didn't just float in place. It did a jittery little dance, abruptly jerking left and right 
and forward and back, always in motion. 

It took Albert Einstein to figure out what was going on. Einstein explained that the infinitesimal 
molecules of the fluid, randomly zooming to and fro, are colliding with the relatively gargantuan piece . 
of dust. If, at a given instant, more molecules hit it from the right than from the left, it moves left. The 
next instant, if more molecules hit it from the south than from the north, it moves north. The buffeted 
particle just zigzags aimlessly, never really getting anywhere. 

That's where the recovery of New Orleans stands, or floats. Factors such as subparagraph-level 
provisions of federal programs, fine-print details of a contract signed by the state government and 
shifting alliances in municipal polities - minuscule things, compared with the size of the job that must 
be done — push from all sides, and the result is a frenzied stasis. 

One example: Almost a year ago, Congress appropriated $10.4 billion in special housing funds for 
reconstruction in Louisiana. Federal bureaucrats at the hearing last week were at pains to tell the 
senators why the requirement that the state ante up 10 percent of that total in matching funds was being 
enforced, since this statutory provision was waived in other recent disasters such as the Sept. 1 1 attacks 
and several Florida hurricanes. 
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And no one even tried to explain why Washington won't just let Louisiana write a check for its 1 0 
percent share, and instead wants the state to write, justiiy and track a separate 10 percent check for each 
individual rebuilding project — thousands upon thousands of checks. 

Everyone knows this is insanity. Nobody does anything about it. 

Another example: Remember those lucky homeovmers who have gotten their Road Home checks? The 
first thing they're being required to do is pay back, in full, any loans they previously received under a 
special Small Business Administration rebuilding program. An5^hing else we can do for you? 

Washington complains that the state and local governments were painfully slow to develop their 
reconstruction plans — and that’s true. State and local officials respond that it took months to understand 
and comply with all the federal rules their projects must follow to qualify for funding — and that's true, 
too. 

Donald E. Powell, the Texas banker whom President Bush appointed to coordinate the federal post- 
Katrina recovery effort, was the committee hearing's opening witness. When Obama asked in plain 
language what the prospects were for an ordinary homeovmer who wanted to rebuild and come home, 
Powell said thoughtfully, "That's a tough question ... a complex question." Then he spoke about new 
tax incentives, which he is certain will persuade developers to build affordable housing. 

Tax incentives? With most of the city still in ruins? Hello? 

To escape the death dance of Brownian motion. New Orleans needs force applied in one coherent 
direction. I have an idea: If Gen. David H. Petraeus is as smart and tough as the president says he is, if 
he's good enough to save Baghdad, the president should immediately send him to New Orleans instead - 
- or explain why policing a civil war in Iraq takes priority over resurrecting a great American city. 
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ICF International's largest contract is turning into its biggest headache. 

In June, the Fairfex company was picked by Louisiana's Office of Community Development to run a 
program worth more than $7 billion that will distribute thousands of federal grants to homeowners whose 
houses were damaged by hurricanes Katrina and Rita in 200S. 

Since then, residents and state and federal officials have accused ICF of moving too slowly, paying its 
lawyers too much and valuing homes too low. The company's performance has been criticiz^ by Donald 
Powell, federal coordinator of Gulf Coast rebuilding, and the Louisiana House and Senate have called for 
the contract to be canceled and for an audit of the company's $ 1 9 million in travel expenses. 

"Every part of this recovery process has been challenging. They understood that when they came in," 
Louisiana Gov. Kathleen Babineaux Blanco (D) said of ICF in an interview. 

"There has been a bottleneck," Blanco said. "1 simply want them to clear out the bottleneck." 

ICF defends its performance, saying that it has changed how it calculates the value of homes in urban areas 
and that it is ahead of schedule in parts of the program, which analysts expect to constitute 40 percent of its 
2007 revenue. Some of the complaints lobbed at the firm reflect the way the program was designed by the 
state, including provisions to prevent fiaud, not the way ICF is implementing it, company officials say. 

"We're making progress, but we're constantly looking to improve," said Michael F. Byme, ICPs program 
director. "We want to get the money to them fast, tbafs the number one priority, but we want it to be a fair 
and equitable progress.” 

Fairfax-based ICF is a mid-size contractor that provides consulting and technology services for government 
agencies, including the Department of Housing and Urban Development and the Defense Department, as 
well as some large companies. The firm has more than 2,000 employees worldwide, including about 1,200 
in the Washington area. 

The program, known as Road Home, is among the most high-profile for Louisiana residents affected by the 
storms. The state expects to dole out grants of up to $150,000 each to about 100,000 homeowners. An 
additional $869 million has been set aside for owners of small rental properties, a pool of about 80,000 
potential applicants. The contract is worth up to $756 million to ICF. 

"Ifs critical to the long-term rebuilding effort," Powell said in an interview. "If you're a homeowner in New 
Orleans, this is your source of rebuilding; it puts certainty into your life." 

But complaints about the company and the contract have piled up. Under the contract, the company's 
lawyers make $375 an hour, significantly higher than private attorneys working on a state contract earn. 
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said state Rep. J.P. Morrell (D-New Orleans). The contract also allocates $19 million for travel expenses 
without any requirement that the firm account for how it is spent, he said. 

"You're giving this company a blank check to travel on the public dime," he said. "They are getting paid out 
of money that could be going to people's homes." 

But the most significant complaints about the ICF have centered on the pace of the program. So far, 33 1 
homeowners have received their grants, valued at an average of $SO,000. Some received less than $10,000. 

That is too slow, say skeptics, who want the program wrapped up before homeowners begin registering 
their children for school in the fall. "It's the pace," Powell said. "I think it's too slow. It's not meeting the 
needs of the people." 

Blanco said she has given ICF "a lot of leeway" and will meet with company officials soon to gauge when 
the bottleneck will be relieved and to ensure that ICF's 22 subcontractors also have a sense of urgency. 

Compounding the frustration was an expectation that ICF would issue 500 awards a day starting this month. 
That was a misunderstanding, said ICF spokesman Douglas Beck. It does not expect to issue awards at that 
rate until May, he said. 

ICF will launch the next phase of the program today as it takes applications from owners of small rental 
units, and it is applying the lessons from the homeowners program, Bryne said. "We're going to provide 
information to the people on a more routine basis, we're going to be available to answer questions," he said, 
so that "they never feel like they're disconnected." 
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House Committee on Financial Services 
“Federal Housing Response to Hurricane Katrina” 

February 6, 2007 

Supplemental Questions for FEMA 


1. Individuals and Households (408) Program - Rental Assistance Program. 
Please identify the total number of households assisted to date, the number 
currently assisted, guidance FEMA has issued in response to Congressional 
directives regarding continued eligibility for such assistance, plans for 
eventual phase-out or elimination of such assistance, and total cost to date of 
providing assistance under this program. 

Over 672,000 households have received more than $2.1 billion, including both 
rental assistance payments and Corporate Lodging Consultants payments. 
Approximately 35,000 households continue to receive some form of rental 
assistance. 

Under the Stafford Act and FEMA regulations, temporary housing assistance is 
limited to 1 8 months. Due to the severity of the hurricanes and in recognition of 
the continued need for housing assistance for disaster victims, the President 
authorized FEMA to extend its disaster housing programs until August 31, 2007. 
FEMA’s programs, however, are meant to be temporary in nature. DHS and 
FEMA are currently working with other Federal Agencies as well as the affected 
States to find solutions for the longer term housing needs of disaster victims. 
Congress included language in the conference report to accompany supplemental 
funding passed by Congress after Hurricane Katrina in 2005 directing FEMA to 
provide guidance on continued eligibility for housing assistance. Since that time, 
FEMA has satisfied this requirement through our existing guidance, including the 
Stafford Act, and implementing regulations, such as the disaster specific guidance 
issued by FEMA on March 26, 2006, regarding the conversion of housing 
assistance under Section 403 to Section 408 (see attached). 

2. Please provide similar data and information for the Section 403 Apartment 
Sheltering Program under which cities co-signed leases for displaced families 
and were reimbursed by the Federal government, as are requested in 
question 1 above. 

FEMA provided funding in 45 States totaling approximately $760 million to 
assist evacuees under the Section 403 Apartment Sheltering Program. This 
program was funded under FEMA’s Public Assistance program, and the Project 
Worksheet (PW) tracking database does not easily capture the level of detail 
requested. It is important to note that Cities did not co-sign leases. Cities 
procured leases and w'ere reimbursed by FEMA through the State. FEMA is not 
involved in any of these lease agreements. 
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February 6, 2007 

Supplemental Questions for FEMA 

Number of Project Worksheets (PW) / Total Obligated 


Arkansas 

305 PWs 
$44,741,591 

Texas 

704 PWs 
$564,823,061 i 

Tennessee 

40 PWs i 

$33,850,174 

Georgia 

87 PWs i 

$17,216,494 1 

Oklahoma 

51 PWs 
$13,174,489 

Florida 

12 PWs 
$7,845,819 

West Virginia 

7 PWs 
$782,658 

North Carolina 

1 1 PWs 
$2,122,494 

Utah 

25 PWs 
$2,180,905 

Colorado 

6 PWs 
$14,081,386 

Michigan 

34 PWs 
$1,858,895 

District of Columbia 

21 PWs 
$1,836,498 

Washington 

16 PWs 
$3,122,177 

Oregon 

14 PWs 
$955,720 

New Mexico 

16 PWs 
$1,067,175 

Illinois 

40 PWs 
$3,250,545 

Kentucky 

48 PWs 
$4,129,572 

Missouri 

24 PWs 
$1,991,635 


South Carolina 

31 PWs 
$4,140,270 

South Dakota 

6 PWs 
$219,563 

Pennsylvania 

34 PWs 
$4,023,923 

Kansas 

15 PWs 
$163,069 

Alabama 

99 PWs 
$2,806,581 

Indiana 

9 PWs 
$2,401,625 

Iowa 

i 16 PWs 

1 $244,048 

Virginia 

i 15 PWs 

$253,746 

Arizona 

98 PWs 
i $5,366,789 

Minnesota 

i 19 PWs 

: $2,873,557 

Nevada 

15 PWs 

1 $1,031,037 

Idaho 

i 3 PWs 

i $220,229 

Nebraska 

1 PW 
$393,813 

Connecticut 

4 PWs 

1 $684,199 

North Dakota 

1 PW 
$23,747 

California 

8 PWs 
$514,711 

Wisconsin 

10 PWs 
$932,131 

Ohio 

17 PWs 
$2,676,325 




537 


House Committee on Financial Services 
“Federal Housing Response to Hurricane Katrina” 
February 6, 2007 


Maryland 

49 PWs 1 

$1,565,783 1 

Massachusetts 

39 PWs : 

$5,855,581 

Montana 

1 PW 
$397,372 

Rhode island 

1 1 PWs 
$1,131,503 

Maine 

1 PW 
! $51,276 


New Jersey 

5 PWs 
$133,306 

New Hampshire 

1 PW 
$9,887 

New York 

34 PWs 
$2,641,045 

Delaware 

5 PWs 
$100,286 


Total: 


2,008 PWs 
$759,886,690 


3. Please provide information on Section 408 direct assistance provided through 
use of travel trailers and manufactured homes. Such information should 
include the number of trailers and manufactured homes purchased by 
FEMA to date, the total cost of such purchases, the number of families 
assisted to date, the number of families currently being assisted, and any 
plans for ultimate disposition of such units. 

FEMA purchased a total of 145,000 manufactured housing units in response to 
Hurricane Katrina, at a cost of $2.7 billion. Through the Direct Housing program, 
FEMA has housed over 1 20,000 households since Katrina. Approximately 
91,000 households affected by Hurricane Katrina currently reside in manufactured 
housing units. 

The manufactured housing units can be sold to their occupants or, once returned 
to FEMA, they can be refurbished for use in subsequent disasters, sold by FEMA 
to any person or if determined excess by FEMA, auctioned or sold by the General 
Services Administration (GSA). Interested individuals, governmental agencies 
and other organizations may leam more by visiting GSA’s auction site at: 
http://gsaauctions.gov/gsaauctions/aucalcat. These temporary housing units can 
also be sold, transferred or donated to state and local governments or non-profit 
organizations if the entities agree to house disaster victims for 1 8 months after a 
federal disaster or emergency declaration or for one year after the agreement is 
signed with the entity, again after a federal declaration. 
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4. In June 2006, Congress appropriated S400 million for an Alternative 
Housing Pilot Program. In December 2006, FEMA announced the 
allocations to programs in Louisiana, Mississippi, Texas and Alabama. 

Please describe what, if any, steps FEMA is taking to monitor the 
implementation of these programs. 

Projects selected for possible funding under AHPP were announced on December 
22, 2006. The FEMA Grants Office and Gulf Coast Recovery Office are 
contacting the States for any clarifications needed in order to ensure a project is 
viable. Some of the issues may include: site/location of projects, compliance 
with local zoning and permit regulations, blue prints, architectural and 
engineering drawings, budget and cost information, and UFAS compliant housing 
units. This is part of the pre-award negotiation procedure. Upon completion of all 
pre-ward procedures, the grantee may access 50 percent of its grant funds. In 
order to access the remainder of the grant funds, all pre-construction activities 
must be successfully accomplished. This includes compliance with all Federal 
requirements that apply to a particular project (i.e. NEPA, NHPA). States will be 
requested to provide additional information for the appropriate FEMA review 
before additional awards can be made. FEMA is establishing an Inter-Agency 
Agreement (lAA) with HUD. HUD will manage the evaluation of the pilot 
projects. FEMA personnel in each of the TROs will assist with the day-to-day 
monitoring of the AHPP projects. 


O 



